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When you have the Guaranty Trust Company as your New York correspondent, 
your bank enjoys a service that goes beyond the ordinary range of bank facilities. 
Whether its correspondent’s needs are small or large, simple or complex, 


} 
| the Guaranty is organized to meet them quickly and efficiently. 


Moreover, Guaranty representatives who visit correspondent banks 
throughout the country will be pleased to discuss your problems with 
a view to offering help and co-operation regardless of whether they are 


local, state, or national in character. 
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Cover Picture . . . Winter scene in Stark, 
New Hampshire. Bridge building, like trus- 
teeship, constantly develops new materials 
and techniques, but the objective is always 
the same: a safer passage — whether for 
the traveler through the mountains who 
must cross the icy torrent, or for one who 
pursues the equally perilous journey from 
childhood to the years of maturity. Service 
and integrity may sound old fashioned as 
the covered bridge and the country church, 
but such qualities are never out of date. 
The little church will smile upon the Christ- 
mas joy of children, but it likewise nurtures 
a sturdy self-dedication and a strong sense 
of responsibility. A healthy community needs 
the people who keep open the avenues to 
human fellowship and divine guidance, and 
the current growth of trusteeship would 
quickly wither without the kind of men and 
women whose spirit, intelligence and hard 
work keep it vital with efficient and lasting 
personal friendships. 

—Photo by Louis C. Williams 
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because they do not contain the amount 
of stock called for by 115(g) (3) in its 


present form. 
Paul Brower 


Brooklyn, N. Y. 


Comment by Mr. Foosaner: 


In cases where the full marital de- 
duction is used, it is clear that 50% of 
the net estate will be less than 35% of 
the gross estate. Where, on the other 
hand, the marital deduction is not avail- 
able or, if available, is not used in full, 
35% of the gross estate will usually 
amount to less than 50% of the net es- 
tate. In the latter instances, the 1951 
Amendment will generally be beneficial, 
but beyond this, there is another phase 
of the problem which requires emphasis. 


Generally speaking, the estate tax 
burden is comparatively light where 
resort is had to the full marital deduc- 
tion. Relief under Section 115(g) (3) is 
not as important in such case. Where 
the marital deduction is not available or 
is not used, however, the estate tax bur- 
den is comparatively heavy. In such case, 
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relief under Section 115(g) (3) will prove 
most helpful. Moreover, even where the 
full marital deduction is used, proper 
estate planning must include a consider- 
ation of the tax impact on the survivor’s 
estate. In many situations, it will be 
subjected to a heavier tax burden than 
that of the estate of the first decedent. 
On the assumption that the surviving 
spouse is not remarried at the time of 
death and that the marital deduction 
will not then be available, the 1951 
amendment will make it easier for that 
estate to qualify for relief under Section 
115(g) (3). 

In referring to the fact that the 1951 
Amendment tended to “liberalize” the 
law, the writer had the foregoing 
thoughts in mind. 


Time Flies in Chicago 

I think the cover on your November 
issue is very attractive. The photography 
is so clear that even in the distance 
much detail is distinguishable. I think 





it gives a very fine interpretation of the 
city of Chicago and how rapidly time 
flies in that thriving mid-west metropolis 
for although it is 10:30 in the morning 
according to the tower clock in the pic- 
ture, yet by the time you get around the 
corner of the building to the other side 
it is 2:55 P.M. 
Russell J. Holden, 
Assistant Trust Officer, 
First National Bank and Trust Co. 
Bridgeport, Conn. 


My! My! I always knew Chicago was 
an astonishing city. This, I presume, is 
proof demonstrable that it all depends 
on how you look at it. 

Clifford E. Pieper, 

Manager, 

Connecticut General Life Ins. Co. 
Providence, R. I. 
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Credit Where Due 


The item on “Harvard Fund 1951 
Highlights” — at page 715 of the Octo- 
ber issue — inadvertently omitted the 
name of The George Putnam Fund of 
Boston as the source of the material. 
Firm believers in giving credit where 
due, we are pleased to supply the omis- 
sion at this time.—The Editors. 
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EDITORIAL... 


Money - A ‘Power for Good? 


NEW PHILOSOPHY OF WEALTH NEEDED 


ONEY has been damned as the “root of all evil.” 
Moeity invented, by those who have 
none themselves or who seek an easy explanation of the 
world’s ills. But the full complement of evils had been thor- 
oughly developed long before the medium of exchange called 
Money 


rampant in high governmental places, and even in the sports 


prob- 
since it was first 


came into being. The greed and graft we see so 
world. are but the modern counterpart of the crimes that 
finally brought forth the laws of Solon and the decrees of 


Solomon. 


whose business is handling or management of 
money. and particularly Other Money. should 
know far more about it than its past and current purchas- 


they should understand and be able to explain 


Those 
People’s 


ing power; 
its purposes and uses, its dangers and its values. Money— 
Wealth for it 


can be a tremendous power for 


needs defenders against calumny. 


good, 

During this season people all over the world will 
hear or read Dickens’ immortal Christmas Carol. They 
will feel the resentment that naturally rises against a 
slave-driving, miserly misanthrope and blame Money 
for Old Scrooge’s ill-nature. But reading further one 
finds the real appraisal of the relationship of money 
and good or evil in the nephew's commentary: 


don’t do no good with it. 
hasn’t the satis- 
benefit Us 


“His wealth is of no use to him. He 
He don’t make himself comfortable with it. He 
faction of thinking that he is 
with it.” 


ever going to 
Obviously, money has no intrinsic power, one way or the 
merely taking on the coloration of its owner. The 
savings that first satisfied Old Scrooge’s cupidity 
finally brought great happiness to his loyal employee. Bob 
Cratchit, and health to Tiny 


other. 
same 


Tim. 

Trustmen have an exceptional opportunity, in their per- 
sonal ceunsels, in their formal addresses and by publicity. 
to influence the use of money to both family and public 
benefit. Fortunately it is a subject that always commands 
a ready audience, for there is much to be said about it if 
we are to prevent its flagrant abuses and derive the great- 
est benefits, both individually and nationally. 

But just as a coin has two faces, so we have an incom- 
plete or misleading view of Money when we study it only 
as a fiscal or commercial agent. No text-book on Money 
and Banking gives near the conception of the matter that 
can be gained from such dissertations as Emerson’s essay 
on ‘Wealth’ or Adam Smith’s ‘Wealth of Nations.’ Here we 
see the control of property also as a personal and as a 
public philosophy. Besides the interspersed references in 
the Bible, however, there is little writing of real significance, 
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and no great single presentation of the social uses of money. 


One would assume, from the whole-hearted and universal 
manner in which money is sought after. that people know 
just what they want to do with it, once attained. That as- 
sumption is so generally untrue as to make one wonder 
why so much effort and tribulation are*expended in the 
acquisition process. Perhaps we would have less greed and 
graft. less frustration and worry if we could formulate a 
decent and delightful philosophy as to the purpose or end 
uses of money. Certainly there is a wide world of ways in 
which wealth can be used to advantage of a man. his family, 
friends and community, and his country. 


There are some peculiar ideas being propagated about 
money and even put into practice by businessmen and 
others who should know better. One of the most prevalent 
of these is the belief that there is no use in trying to 
build up any estate to leave for heirs; taxes make it 
too dificult and “inheritances only spoil the heirs, any- 
way. This bromide is often but a cover for self- indul- 
gences or a delusion based on occasional stories— 
sensational because they are unusual—about escapades 
of a playboy or swivel-headed heiress. 


It would be most interesting to discover whether 
their inheritances put them in a bad way. simply 
accelerated existing inclinations, possibly prevented many 
from going to excesses. or actually encouraged otherwise 
dormant interests of constructive value. Meantime. the ad- 
juration recorded by St. Paul may be the best guide: 
“And if any provide not for his own, and especially those 
of his own household, he hath denied the faith and is worse 
than an infidel.” 


Surely. the difficulties of maintaining a comfortable 
standard of living have been accentuated by living costs 
and taxes which a widow and minor children can do little 
or nothing to combat without adequate inheritance. A son 
or daughter has a harder time accumulating a comr —~ 
against the same handicaps, even with the best of educa- 
tions, and the levelling of compensation, especially after 
taxes. between professional and manual labor, has taken 
much satisfaction out of arduous educational training. 


Some philanthropists have set excellent examples. such 
as Andrew Carnegie. whose foundation distributed over $6 
million in 1951 alone for libraries, study grants, films and 
other educational advancement. A few have given us guide- 
posts and philosophical observations which can help the 
poorest or the richest to find—and give—great satisfaction 
from their worldly savings. “The most beautiful Will ever 
written” was one by Charles Lounsbury of Chicago who 
died financially impoverished but rich in heart, his will 
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reminding us of our heritage of beauty in nature and in good 
people. The will of newspaper publisher Emanuel Adler, 
probated in 1949, contained a splendid expression of good 
financial citizenship in these words: 

“I am a firm believer in the idea that every man who comes 
into a community a stranger and is enabled to amass a compe- 
tence should show his appreciation to the people who have made 
it possible for him to succeed; First, by giving up a portion of 
his time while living to public work . . . and in building up a 
better city and a more satisfied people. And at his death, . . . by 
contributing in a substantial way to the institutions which look 
for public support to carry on their worthy work among the sick 
and unfortunate.” 


The really larger significance and value of Money come 
from a combination of its honest and mutually helpful ac- 
quisition, and its constructive distribution. The achievement 
of these ends would appear to be one of the first accomplish- 
ments of life; yet little study has apparently been given to 
the potentialities, fascinating as they could be. 


All money is a life trust so far as one’s personal enjoy- 
ment of it is concerned, but in making or giving it we may 
affect the lives of many for generations. This gives us a 
great power and privilege—and thus a great responsibility. 
The formulation of a good philosophy about Money might 
be the road to better government, business and social life, 
even to Peace on Earth, Good Will toward Men. And will- 
writing will become a great art when it makes the spirit of 
Christmas last the year round in places where it is now 
only a myth or an ephemeral hope. 


& s&s @ 


MUTUAL SAVINGS and the 
INCOME TAX 


ITH the New Year, the mutual savings banks and 

savings and loan associations of this country will face 
the Federal Income Tax collector for the first time. For 
these institutions, the implications of their inclusion among 
the taxpaying group raise problems which may well cause 
substantial and far-reaching changes in the concept of sav- 
ings bank functions and management. 


Originally conceived and established to encourage thrift 
among people of small means and patterned after the sav- 
ings institution started in Scotland in 1810 by the Reverend 
Henry Duncan, the Philadelphia Savings Fund Society 
opened for business 135 years ago this month. Today there 
are in this country 529 mutual savings banks in seventeen 
states, the earnings of which, in theory, accrue directly to 
the depositors after providing for expenses and proper 


—_——" A, 


Under the new Federal tax law, earnings after dividend 
payments may be applied to a surplus fund for depositor 
protection until this item equals 12% of the deposit liability, 
after which point earnings are taxable at the corporate rate. 
It is obvious that management would prefer to pay a higher 
dividend to attract increased and new deposits rather than 
to pay out earnings in taxes. This probably spells out a more 
aggressive attitude toward deposit growth with increased 
advertising and promotion budgets and better customer 
facilities, improved banking quarters, and “extras” which 
the traditionally conservative savings banker has until now 
considered outside of his province or perhaps “undignified.” 
Other possibilities are increased employee staffs and some- 
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what more liberal salary and bonus treatment, subject to 
official limitations. 

For purposes of illustration, mutual savings banks are 
strictly regulated as to investment policy and branch ex. 
pansion, with individual accounts limited in New York 
State to $10,000, and with 2% as the maximum dividend 
rate since 1935. Restricted as they are by law and cus. 
toms, many progressive savings bankers now feel that, if 
they are to be taxed as profit organizations, they should 
have legislative freedom to seek income from other sources 
than investments and mortgages, safe-deposit rentals, and 
the sale of money orders and small life insurance policies. 
They ask why should they not be permitted to compete with 
commercial banks—which compete with them for savings 
accounts—by entering the fields of small personal loans and 
special checking accounts, and possibly trust services. 


It is learned that a substantial number of New York | 


State mutuals have already requested permission to raise 
their dividend rate to 244%. The 130 mutual banks in this 
state form an influential group, with more than half of 
the nation’s approximately $20 billion savings deposits. At 
a recent convention, New York Superintendent of Banks 
William A. Lyon deplored competition for deposits on the 
basis of interest rate but admitted that taxation made rate 
adjustment imperative. 

Raising the permissible rate in New York State could be 
the signal for similar action across the country, which would 
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in turn pose for the Treasury another problem in. its | 
attempts to promote the sale of Series E Defense Bonds, | 
which pay 2.9% if held to 10 year maturity. Because of the | 


redemption schedule, the holder must keep his Series E 
bond over six years to receive approximately the current 
2% rate (2.12%) and over eight years to yield better than 
244% (2.57%). In order to compete, the Treasury would 
have to offer some rate inducement. On the currently out- 
standing $58 billion total of all types of savings bonds. an 
increase of 14% on a like amount of new bonds sold would 
amount to some $288 million per annum additional interest. 
The income tax yield from all savings banks and savings 
and loan associations has been estimated at not more than 
$140 million a year. 


0 


; P : : i 
Because of the regulations governing the contribution of 


initial capital and the limitation of return to the organizers 
to the interest rate paid to the depositors, there has been 
little incentive for the past 20 years to establish new mutual 
banks in New York State, the last member of the local 
group having been established in 1929. The Administration’s 
need for new tax sources will probably be found to have 
accelerated what would otherwise have been a gradual evo- 
lution. 


Funston Calls Saver “‘Lost Man’”’ 


The future of capitalism and of the securities business 
depends upon the treatment accorded the saver, whose inter- 
ests appear to be ignored as compared with those of the 
producer and consumer, said G. Keith Funston, president of 
the New York Stock Exchange, in his address before the 
recent Florida convention of the Investment Bankers Asso- 
ciation. The financial community should make itself re- 
sponsible for the encouragement and preservation of the 
saving function, he said, urging that now is the time to sell 
the capitalistic system and its means of production by broad: 
ening the ownership base. 
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BANK-ERUST COOPERATION PAYS 


MID-CONTINENT TRUST CONFERENCE SHOWS WAY 
TO MUTUAL BENEFITS 


HICAGO again played the good 
host to one of the most productive 
of all financial conventions: the Mid- 
Continent Trust Conference of the Trust 
Division, American Bankers Associa- 
tion, on November 8 and 9. Under the 
capable and straight-shooting guidance 
of the Corporate Fiduciaries Association 
of Chicago, the program came to grips 
with the major issues of internal and 
inter-state teamwork, investment pru- 
dence under monetary instability, per- 
sonnel efficiency and greater service to 
present and potential beneficiaries. 
Especially pertinent were the comple- 
mentary comments of Gale Johnston. 
president of Mercantile Trust Co. of 
St. Louis, and Harold Eckhart, trust 
vice president of Harris Trust & Savings 
Bank of Chicago, stressing the multiple 
benefits of “working partnership” in- 
stead of “orphan and patron” relations 
between commercial and trust banking 
departments. To say that the attitude 
and methods of cooperation in these two 
institutions paid 
would seem trite if they were not so 


have handsomely 


true and even obvious in the exceptional 
caliber of staffs and reputation. 





These addresses—reported in the suc- 
ceeding pages—should be provided by 
every trust department head to every 
member of his trust committee. In fact, 
the greatest defect of this and other 
conferences is the absence of presidents 
and other policy-making bank officers 
and directors. It was particularly grat- 
ifying to the editors of Trusts AND 
EsTaTEs to see this subject so promi- 
nently featured and ably developed. as 
it has been one of the magazine’s two 
major Projects of 1951. 


Restrictive Legislation and Relief 


Mr. Joseph W. White, in the opening 
speech as president of the Trust Divi- 
sion, gave an exhilarating exhibition of 
strong leadership in criticizing the re- 
strictive legislation on out-of-state fi- 
duciaries such as that recently enacted 
by Kansas. Pointing out that such ef- 
forts only result in retaliatory measures, 
inefficiency and poor service, and mu- 
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tual discord or even distrust, he called 
for both inter-state and local collabora- 
tion of trustmen and lawyers as essen- 
tial in helping today’s hard-pressed es- 
tate and trust beneficiaries. 


Remarking the dual millstones of 
lower fixed income yields and lower 
dollar purchasing power (both from 
smaller after-tax estates and from infla- 
tion), Mr. White who is vice president 
of Mercantile Trust Co. of St. Louis. 
urged that court relief be sought where 
no other remedy was available against 
restrictions on investment or disburse- 
ment, citing the New Hampshire ex- 
ample, and remarked that wider attor- 
ney 
needed to avoid 


the future. 


and cooperation were 


similar difficulties in 


education 


The victimizing of savers by inflation 
was also noted as a challenge to trus- 
tees by Louis W. Fischer, vice president 
of American National Bank & Trust Co. 
of Chicago, in his introductory remarks 
as president of the Corporate Tiduci- 
aries Association. He noted that the “in- 
for high 
taxes was poor consolation to consum- 


flation-curbing” argument 
ers, but that such taxes actually “tend 
to encourage wasteful spending. breed 
inflation and drive prices up to a level 
where public clamor forces the govern- 
ment into wage and price regulation and 
other political expedients to keep itself 


. °? 


in power 
Support for ABA Program 


Our two great dangers are war and 
inflation, said President C. Francis 
Cocke of the American Bankers Associ- 
ation, in the resolutions 
adopted at the recent annual convention 
of the Association and stressing the im- 
portance of their support by all bank- 
ers. While we must support the defense 
effort, a “watch-dog committee” should 
be established as a check on military 
expenditures and foreign aid, Mr. 
Cocke declared. Bankers should likewise 
call for restraint in nqpiessential gov- 
ernment and private sp gling and edu- 
cate the individual to, §ge. dangers of 


inflation and dependes¢ upon govern- 


9% 


4 


reviewing 


Dd 


A\~a 


) 


ment aid, so that his protests will be 
heeded by his representatives in Wash- 
ington, 

Mr. Cocke, who is president of the 
First National Exchange Bank of Roan- 
oke, Va., then touched upon the re- 
sponsibility of bankers in the control 
of credit and inflationary tendencies by 
supporting the Voluntary Credit Re- 
straint Program and by encouraging 
distribution of government debt through 
the sale of Defense Bonds. He also 
urged the education of the individual 
citizen in thrift habits. 

The soundness of the Federal Reserve 
System after 37 years of banking con- 
trol was also praised by Mr. Cocke. 
who cited the wisdom of regional banks 
under one policy rather than central- 
ized control. In attempts to improve 
the system’s effectiveness, he warned, 
we must be certain that the foundations 
of its independence are not undermined. 


Face Facts to Survive 


The judgment of the American people 
in balancing the allocation of military 
needs against our total productive 
strength and in determining the man- 
ner in which controls and powers are 
used will decide the result of the pres- 
ent international emergency, in_ the 
opinion of Dr. Earl L. Butz, agricultural 
economist of Purdue University. Neither 
Russia nor this country has sufficient 
power to force a quick 
decision in the event of outright war, 
Dr. Butz observed: therefore, the im- 
portance of using our efforts and skills 
in the most useful proportions and man- 
ner to provide enough war potential and 
civilian and farm production as well is 
evident. 


superiority 


The development of brains and _ re- 
search should not be curtailed in the 
desire for military mobilization. To 
achieve greater production with less 
manpower we must stop the wasteful 
and wicked philosophy of more reward 
for work and the unwarranted 
strikes against public interest. Also, Dr. 
Butz emphasized. we must not lose here 
the freedoms we are fighting abroad to 


less 
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maintain and we must insist that extra- 
ordinary powers granted to the Execu- 
tive Branch terminate with the end of 
the emergency. 

The real battle is for the hearts and 
minds of men and that battle is being 
fought in this country and wherever the 
conflicting philosophies clash. America 
cannot be destroyed unless we deteri- 
orate from within, concluded Dr. Butz. 


Accomplishments of Research 
Association 
\ fiduciaries association is no sub- 
stitute for continuous attention by trust- 
men to the literature which is designed 
to keep them Richard 5S. 
Douglas, counsel, The Cleveland Trust 
Company, told the Conference. Review- 
ing “The First Decade of the Ohio Fidu- 
ciaries Research Association.” Mr. Doug- 
las said: “Study will always be neces- 


informed. 


sary. There will always be need for a 
well organized group to examine legis- 
lation offered by others. To this exam- 
ination it must bring experience in 
theory and practice and in dealing with 
bar committees and legislative commit- 
tees.” the speaker citing the excellent 
results from working with such commit- 
tees prior to the introduction of legisla- 


tion. 


Mr. Douglas observed that “a few of 
the large trust companies in each state 
could get along very well by relying on 
meetings of their representatives to ex- 
change ideas and discuss legislation. 
That approach is narrow and perhaps 
selfish. While it is true that smaller in- 
stitutions can learn much from the 
large institutions, experience in Ohio 
has proved that the large ones can learn 
much from the smaller trust institutions. 


“Much remains to be done in educa- 
ting the public. the members of the bar 
even, respecting the functions of corpo- 
rate fiduciaries in modern society. There 
are areas in which there is serious pre- 
judice against the revocable living trust. 
The question of augmenting the assets 
of such trusts by provisions in wills 
still offers difficulty in some quarters. 


There will always be need for regional 
trust conferences. Mr. Douglas remark- 
ed. — conferences like this one — and of 
The Graduate School of Banking. State 
associations could perhaps profitably 
supplement these, for not all trustmen 


can attend these conferences or The 
Graduate School. 
“If the Ohio Fiduciaries Research 


Association does nothing more than 
contribute to the awareness of its con- 
stituents of developments in the local 
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Don H. MeLucas addressing the Mid-Continent Trust Conference 


scene: if it continues to form a medium 
for initiation and presentation of needed 
legislation and the careful. unprejudiced 
study of measures proposed by others: 
if it can continue to bring to bear on 
trust matters 
practical experience of men who are 
the administration 
if it can afford its constitu- 


theories respecting the 


engaged in actual 
of trusts: 
ents with the essence of the many arti- 
cles and treatises which deal with trust 
matters: and if it can in any substantial 
way keep before its constituents what 
is tried and true in the fiduciary busi- 
ness and thus forestall error and pro- 
mote better operations. it can justify its 


existence.” Mr. Douglas concluded. 


Powers of Appointment Liberalized 


Powers of Appointment Act of 1951 
the 
payers point of view, according to Don 


is a good law written from tax- 


H. McLucas. vice president of The 
Northern Trust Co. Encouraging in 


these days of complex tax structure is 
the Congressional intent. as set forth in 
the “to make the 
law simple and definite enough to be 
understood and applied by the average 
Mr. McLucas The old 
law with all its complexities forced 
family settlements into rigid patterns. 
The new law. with few exceptions. will 
permit the draftsman to use his familiar 
tools to create powers which give the 
needed flexibility to trust dispositions, 


observed Mr. McLucas. 


Committee report. 


lawyer.” said. 


Service to More Accounts 


Gale Johnston. in his admirable and 
delightful talk, expressed the belief that 
“if our (trust) business is to grow and 
prosper. it will be because we do not 
harbor trade but share our 
experiences and ideas” and adapt our 
operations, via such improvements as 
the Common. Trust Fund, for efficient 


secrets 


service to more modest accounts. This 
fine philosophy of cooperation was car- 
ried out in the symposium on Smaller 
Trust Departments, conducted by John 
E. Kirk of National Bank of Topeka, 
Robert J. Saner of Springfield (Il) 
Marine Bank, and C. W. Eliason, Jr., 
of Commercial National Bank of Peoria. 
It led to the conclusion. by Mr. Saner, 
that “No trust department should long 
operate at a loss.” since it can be made 
profitable by efficient staff and banking 
department cooperation. Both Mr. 
Johnston and Mr. Kirk saw great po- 
tential markets for trust services. and 
emphasized the crying need of better 
salesmanship in this field. 

Vincent Coffin, senior vice president 
of Connecticut Mutual Life Insurance 
Co., gave a telling demonstration of 
Salesmanship of intangibles or services, 
urging emphasis on results and possible 
attainments, rather than the mechanics 
by which one attains them. “People 
can't grasp generalities, they like speci- 
fic instances,” he said in recommending 
use of case histories and human interest 
material. 


American Pharmaceuticals Lead 


World 


Before World War Il, 75% of the 
world’s drug products were produced 
outside of this country, but today the 
United States is the main source as well 
as the principal developer of new rem- 
edies, according to E. H. Volwiler, presi- 
dent of Abbott Laboratories, Chicago. 
The relief of physical symptoms by use 
of products of natural origin was the 
19th century approach to medical treat- 
ment but today we are accustomed to 
powerful new drugs produced in mod- 
ern factories under strict control and 
with the ability to cure or alleviate di- 
sease. Mr. Volwiler cited the low cost 
synthesis of vitamins, now so widely 
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used in treatment of nutritional defici- 
encies, as well as the antihistamines 
used in allergy conditions. 


Drugs to ameliorate depressive states 
of psychogenic origin, to assist sleep, 
improve the condition of epileptics, and 
products in the field of endocrinology 
have contributed to man’s physical bet- 
terment. Advances in the treatment and 
handling of human blood and of blood 
“extenders” have made possible the 
saving of many lives in peace and on the 
battlefield. Sulfa drugs and the anti- 
biotic family have found their place in 
specific diseases and new discoveries 
can be anticipated as time goes on. As 
an example of the efficiency of the 
drug manufacturing industry, Mr. Vol- 
wiler stated that the original cost of 
100,000 units of penicillin in 1943 was 
$20, but that today the thirteen Ameri- 
can manufacturers produce more than 
200 tons of pure crystalline penicillin 
salts each year and today’s bulk price is 
—4.5 cents per 100,000 units! 


Radioisotopes are becoming increas- 
ingly important for the diagnosis and 
treatment of disease and have many in- 
teresting possibilities. These will be ex- 
plored by continuing research, in large 
part conducted by the industry, which 
devotes between three and five per cent 
of the sales dollar to this end, probably 
higher than any other industry, accord- 
ing to Mr. Volwiler. ‘Stating that less 
than 25% of today’s volume of the 
products of his company is in items 
known ten years ago, Mr. Volwiler said 
that research is considered as a contin- 
uing item of current operations and ac- 
cordingly written off and not capitalized. 


The “Outlook for Yields on Fixed In- 
come Securities” was the subject of a 
talk by Edward Holsten of Salomon 
Bros. & Hutzler, which he asked to be 
kept “off-the-record.” 

This Conference, attended on the 20th 
anniversary by some 750 delegates from 
23 states and the District of Columbia 
(about half from Chicago), deserves 
the widest support because of its con- 
sistently good programs and discussions 
and hospitality mixed with informal 
talk on specific cases or basic philo- 
sophies. 

A A A 
Pennsylvania Trust Conference 


Panel discussions on trust investments 
and trust development featured the 25th 
annual Midwinter Trust Conference of 
the Pennsylvania Bankers Association 
held in Harrisburg on December 7. The 
proceedings will be reported next 
month, 
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Trust Investment Conference 
Held 


The 5th semi-annual California Bank- 
ers Association trust investment con- 
ference, held in Los Angeles on No- 
vember 9, featured two guest speakers 
from the oil industry. T. L. Lenzen, 
general manager of eastern hemisphere 
operations, Standard Oil Co. of Cali- 
fornia, spoke on “International Aspects 
of the Oil Industry,” covering the in- 
creasing difficulties of foreign oil op- 
erations due to growing international 
tension. The other featured guest speak- 
er, Dr. W. E. Bradley, manager of the 
research department, Union Oil Co. of 
California, discussed “Chemical Devel- 
opments in the Oil Industry,” in which 
the growing field of petrochemicals was 
explained. 

During the luncheon session of the 
conference informal discussions were 
held on “Pension Trusts and Profit 
Sharing Plans,” led by J. A. Ducournau, 
assistant vice president, Wells Fargo 
Bank & Union Trust Co. of San Fran- 
cisco and L. A. Rentsch, trust officer, 
California Trust Co., Los Angeles; 
“Common Trust Funds,” led by H. L. 
Hall, assistant cashier, First National 
Bank of San Diego and Frank D. Mc- 
Gregor, vice president, Title Insurance 
and Trust Company of Los Angeles; 
“Formula Plans,” led by Alfred T. Hart- 
well, Jr., assistant trust officer, Union 


Bank & Trust Co. of Los Angeles. 


The afternoon sessions were devoted 
to open forum discussions moderated 
by F. J. Thieme, Jr., trust officer, Citi- 
zen National Trust & Savings Bank of 
Los Angeles and J. C. Wright, assistant 
trust officer, The Farmers and Mer- 
chants National Bank of Los Angeles. 

The program was arranged by Chair- 
man Lauren H. Conley, assistant vice 
president, Union Bank & Trust Co. of 
Los Angeles. 


A AA 


New England Trust Conference 


The 18th New England Trust Con- 
ference, sponsored by the Corporate Fi- 
duciaries Association of Boston, was 
held in that city on December 7. Allan 
H. W. Higgins, local attorney, reviewed 
the 1951 tax law as it affects trustees, 
and Joseph B. Pope, management con- 
sultant from White Plains, N. Y., made 
a unique presentation of the subject of 
operation of estate-owned businesses. 

A panel discussion and open forum 
on the present position of five indus- 
tries concluded the afternoon session. 


These were: Chemical—Chenery Sal- 
mon, Merchants National Bank; Insur. 
ance—James J. Devlin, Hartford Na. 
tional Bank and Trust Co.; Steel—Allan 
P. Lucht, Worcester County Trust Co.; 
Tobacco—William W. Wolbach, Boston 
Safe Deposit and Trust Co.; and Utility 
—Paul I. Wren, Old Colony Trust Co. 

The dinner speaker was Henry M. 
Wriston, president of Brown University, 
just returned from a European tour, 
Association president John A. Barry, 
who is vice president of the Second 
National Bank, presided. 


A A A 


Regional Trust Conferences 
in Seattle and Dallas 


Two regional trust conferences held 
under the auspices of the Trust Division 
of the American Bankers Association 
will meet in Seattle and Dallas in 1952, 
it was announced by Joseph W. White, 
president of the Trust Division, and 
vice president of the Mercantile Trust 
Co., St. Louis. In Seattle, the 26th 
Western Regional Trust Conference will 
be held at the Olympic Hotel on August 
13, 14, and 15. The hosts for this Con- 
ference will be the Seattle Association 
of Trust Men. 

In Dallas, the 21st Mid-Continent 
Trust Conference will be held at the 
Adolphus Hotel on November 13 and 
14, with the Dallas Clearing House As. 
sociation as hosts. This Conference will 
be held concurrently with the meeting 
of the Trust Section of the Texas Bank- 
ers Association. 


A A A 


Massachusetts, Ohio Trusts 
Again Rise 


Assets of trust departments of 43 
trust companies in Massachusetts to- 
talled $1,530,906,000 on June 30, 1951. 
according to the office of Commissioner 
of Banks. The figure a year earlier was 
$1,461,933,000. The proportion of in- 
vestments in stocks declined from 
50.57% to 49.87% while the amount of 
government, state and municipal bonds 
increased from 33.72% to 34.62%. 


Trust funds administered by 42 Ohio 
trust companies as of June 30th last 
aggregated $1,389,015,566, including 
a modest amount of corporate trust ac- 
counts. The 1950 figure was $1,306,- 
381,858. Common trust funds accounted 
for $29,786,875 of this year’s total, 
compared with $24,468,369 on June 
30, 1950. 
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THE REMDUE FORMULA 
he anal te the 


T. S. KILEY and JOHN R. GOLDEN 


Harris Trust and Savings Bank, Chicago 


HE marital deduction provisions of 

the 1948 Revenue Act have led, 
among other things, to the abandon- 
ment of the residuary clause as the ac- 
cepted manner for providing for pri- 
mary beneficiaries under a will and 
the substitution therefor of a pecuni- 
ary bequest in trust of a_ specified 
amount or in terms of an amount de- 
termined through use of a formula 
which gives the wife the exact amount 
required to obtain the maximum marital 
deduction. As a matter of pure logic 
there would seem to be no basis for 
changing from a residuary to a pecuni- 
ary bequest form unless such change is 
made necessary by the new law or is 
made advisable for other reasons. The 
purpose of this article is to show that 
is such change in drafting 
technique unnecessary to obtain the 
maximum marital deduction but it may 
create a great many problems in the 


not only 


administration of an estate. 

\ few simple diagrams will help to 
compare the effect of death taxes in 
situations where a wife was given a 
share of the residuary estate prior to 
the 1948 Revenue Act and under the 
present law. These diagrams will further 
illustrate the basic difference in the solu- 
tions afforded by the pecuniary and the 
residuary bequest formulas. For these 
comparisons Federal and Illinois taxes 
are taken into account and it is assumed 
that prior to the 1948 Revenue Act the 
estate was to be divided equally between 
wife and children but that it is now 
intended that the wife receive the exact 
required for the maximum 
marital deduction with the remainder 
of ‘the estate after taxes passing to 
children. 


amount 


Diagram 1 shows the manner in 
which the distributive shares in an es- 
tate to be divided equally between the 
wife and a child prior to the 1948 


Revenue Act would be reduced by death 
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JOHN R. GOLDEN 


Timothy S. KILEY 


Mr. Kiley, a member of the Chicago Bar 
Association, has been associated with Harris 
Trust and Savings Bank for more than 
twenty-five years. He became Trust Counsel 
in 1935 and is now Trust Counsel and Vice 
President. Mr. Golden was admitted to the 
1929 and engaged in the 
general Chicago until 
1942 with the 
Bank. He has specialized in federal taxes 


Bar in 
practice of law in 


Illinois 


when he became associated 


and estate planning. 


taxes which were a_ general charge 
against the estate, 


Thus. the one-half shares of the wife 


Discram J 


(Illustrating effect of death taxes on estate 





passing equally to wife and child prior to 
1918 Revenue Act.) 

$200,000 Apsustep Gross Estati 
Death taxes $54,600 


Residue in 


equal shares to —— { Child 

. : Oo 7 2090 7 

wife and child $82,700 302, (00 

| 
Diacram 2 

(Effect of death taxes on estate passing 
equally to wife and child under 1948 Reve 
nue et.) 

SPO0.000 Abdststep Gross Esrart 
Death taxes —_ $10,000 
Residue in ; 

( . 
equal shares to hild Wik 
: §95 000 S95 O00 


wife and child 


xecutor 


and child in a $200,000 estate are each 
reduced by their proportionate shares 
of death taxes so that the actual amount 
passing to the wife is only $82,700. 


Diagram 2 shows the amount a wife 
would receive under the 1948 Revenue 
Act in cases where the estate is divided 
equally between her and a child and 
death taxes are also a general charge 
against the estate. 


Crux of Problem 


It is important to note that the in- 
terest passing to the wife in Diagram 2 
is only $95,000. which is $5,000 less 
than the maximum amount for which 
a deduction could have been taken. This 
is the crux of the problem of obtaining 
the 
tion 


maximum marital deduction. Sec- 
812(e)(1)(E) provides in  sub- 
that interest 


therein passing to the wife must take 


stance any property or 
into account the effect upon it of any 


estate, succession. legacy, or inheri- 
tance tax. Since the one-half share of 
residue passing to the wife must be re- 
duced by its proportionate share of 
taxes (in this case $5,000) the marital 
deduction allowable is $95,000 and not 
$100,000. It is also important to note 
that of the 


deduction and the exact amount of in- 


the exact amount marital 
heritance and estate taxes are not read- 
ily determinable since they represent 
unknown quantities, each dependent for 
its determination upon the exact amount 


of the others. 


Assuming that the maximum marital 
deduction of $100,000 can be utilized, 
the $10,000 death taxes would be re- 
duced to $9,000 and the balance of $91.- 
000 remaining after payment of taxes 
would be distributed to the children. 
The problem, then, is to transfer the 
wife’s interest in a manner which would 
free it from any incidence of tax and 
avoid the necessity for a complicated 
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algebraic formula. The obvious solu- 
tion appeared to be a pecuniary bequest 
to the wife determined under a formula 
giving her the exact amount needed, 
when added to other property qualify- 
ing for the marital deduction, to obtain 
the maximum amount allowable. Dia- 
gram 3 illustrates the operation of such 
method. 


The pecuniary bequest formula illu- 
strated in Diagram 3 solves the problem 
quite simply, but changing the character 
of the wife’s interest from a share in 
the residuary estate to a pecuniary be- 
quest may have opened a Pandora’s 
Box with results hardly contemplated 
by the or the 


executor. 


attorney 


testator, his 


Another solution which utilizes a 
“residue formula” for determining the 
interest passing to the wife under the 
will gives her the same character or 
quality of interest in the estate that she 
would have received prior to the enact- 
ment of the 1948 Revenue Act. In fact. 
the only change is that the estate is 
divided after provision has been made 
for the payment of taxes. Its operation 


is shown in Diagram 4. 


It can be seen by a comparison of 
Diagrams 3 and 4 that in both instances 
death taxes amount to $9,000 and that 
under each method the maximum mari- 
tal deduction is allowable. 


Capital Gains Problems 


Inasmuch as death taxes and the al- 
lowable amount of the marital deduc- 


tion are identical under each method it 


would seem that any choice between 
the pecuniary bequest formula and the 
residue formula must be based upon 


other considerations. as for example: 
effect 


upon the estate plan of any increase 


(a) capital gain problems; (b) 


or decrease in the estate assets prior 
to distribution: (c) conflict of interests 


between wife and children: and (d) 
administrative and investment problems 


of the executor and trustee. 


\ssume that ‘at the time of distribu- 
tion the pecuniary bequest determined 
upon the basis of the formula amounts 
to $100.000 and is satisfied in full with 
assets having a fair market value of 
that amount but which were valued for 
Federal estate tax purposes at only 
$80,000. The use of assets to pay this 
bequest is deemed a sale to the wife 
and the executor would realize a capi- 
tal gain of $20.000. Such tax conse- 
quences have been eliminated in most 
instances by the insertion of language 
in the will providing that if the executor 
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(Application of pecuniary bequeet formula 

for the maximum marital deduction.) 
$200,000 ApsusteD Gross Estate 

Death taxes $9,000 
Formula bequest to wife 

of 50°, of adjusted gross $100,000 
estate 
Remainder to child $91,000 

DIAGKAM 4 

(Applicatic residue formula for the 
maximum marital deduetion.) 

S?00.000 Aprusrep Gross ESTATE 
Death taxe $9,000 
Residue ifte! { 
taxes divided { 
between wife 

ind chile under Wife Child 

formula giving 19] 1/79) 
; loo y q) , 

wite tractional! | 

~-hare needed to =100,000) | (S91.000) 

obtain maxi 

mum marital 


le duc tion 


elects to satisfy the wife’s bequest by 
making a distribution in kind such as- 
sets should be valued for distribution 
purposes at their final Federal estate 
tax values rather than at fair market 
values at time of distribution. This pro- 
vision is the underlying reason for the 
conflict of interest between the wife and 
children and is the basis of many per- 
plexing administrative and investment 
problems referred to later. 


Use of the residue formula presents 
no capital gain problems since assets 
distributed in kind are acquired by the 
beneficiaries through “inheritance” and 
the executor realizes neither capital gain 
nor loss regardless of the fair market 
value of the assets on date of distribu- 
tion. Such result is obtained without 
placing an arbitrary value (Federal 
estate tax value) upon assets distribu- 


ted. 
Effect of Variation in Value 


In comparing the two formulas care- 
ful study should be made of their effect 
upon the objectives of the testator. If 
the testator has an adjusted gross estate 
of $200,000 and desires his wife to 
have the one-half necessary to obtain 
the maximum marital deduction with 
the remainder passing to his children 
we have a definite ratio of 100 to 91 
between the respective interests after 





taxes as shown in Diagram 4. In the 
absence of any specific provision to the 
contrary it must be assumed that the 
testa:or intends this ratio to apply upon 
the ultimate distribution of his estate 
by the executor whether its value has 
increased or diminished during the pe- 
riod of probate which in many cases 
covers a period of several years. What, 
then, are the guarantees of this result 
being accomplished under the two will 
clauses being considered? 


Let us first consider the pecuniary 
bequest formula which permits the ex- 
ecutor to satisfy the wife’s bequest 
either in cash or in kind at Federal 
estate tax values. Such discretionary 
power might make it possible to main- 
tain the initial ratio between the inter- 
ests of the wife and children by a judici- 
ous selection of assets with which to 
satisfy the wife’s interest but its effect- 
iveness must depend entirely upon the 
human factor. To illustrate: the adjust- 
ed gross estate consists of 2,000 shares 
of A Company stock valued at $100 
each on the date of death. The executor 
immediately sells 90 shares at that price 
to raise death taxes of $9,000. The re- 
maining 1,910 shares steadily increase 
in value and are worth $150 each on 
the date of distribution. The executor 
may transfer to the wife 1,000 shares 
of A Company stock at its Federal es- 
tate tax value of $109 per share, in 
which case the wife will receive an 
interest having a present fair market 
value of $150,000, or the executor may 
sell sufficient shares to raise the $100,- 
000, satisfy the pecuniary bequest in 
cash, and transfer the remaining estate 
less the capital gains tax to the children. 


\ wide variance in the possible re- 
sults might also result from a declining 
market. Assume that A Company stock 
falls to $70 per share after the optional 
valuation date. The executor could give 
the wife 1,000 shares at the Federal 
estate tax value of $100 each but which 
now have a fair market value of only 
$70,000 or could sell sufficient shares 
to pay the wife's bequest of $100,000 in 
full. 


Such an increase or decrease in the 
value of the assets when distribution 
is made by the executor creates no prob- 
lem under the residue formula. The 
wife, being entitled to 100/191 of the 
residuary estate. would be entitled to 
1,000 of the 1.910 shares of A Company 
stock whether its fair market value. at 
time of distribution to her by the exec- 
utor is $150 per share or only $70 
per share. 












Conflict of Interests 


It is apparent that the difference in 
the benefits which a wife might receive 
in satisfaction of her pecuniary bequest 
is not attributable to any variance in 
the amount of the marital deduction 
but is due to the quality of the interest 
passing to her. As a legatee she stands 
in a position of priority of payment to 
the residuary beneficiaries but, except 
for the discretionary power given the 
executor to distribute assets to her at 
Federal estate tax values, she receives 
no benefit from any appreciation in 
the value of the estate assets nor does 
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she share the burden of any decline. 
Where the executor exercises his dis- 
cretionary power and distributes assets 
to the wife at Federal estate tax values 
which are less than current fair market 
values he is acting to the detriment of 
the residuary beneficiaries, even though 
the executor acts with the highest of 
motives and for the sole purpose of 
doing what he might regard as substan- 
tial equity between the parties. 


Under ‘the residue formula the inter- 
ests passing to wife and children are 
identical in quality although they may 
differ in amount and there is no conflict 


































of his net estate to his wife and the re- 





of interest since any change in the 
value of the estate at the time of dis. 
tribution by the executor will be shared 
between them in the ratio of their re. 
spective interests in the residue. 








Investment—Administrative 
Questions 






A thorough analysis of each formula 
from the viewpoint of investment and 
administrative problems is of practical 
concern to the executor. The discretion. 
ary power to satisfy the wife’s pecuni- 
ary bequest either in cash or in kind 
at Federal estate tax values, which was 
incorporated into the pecuniary bequest 
formula primarily to avoid capital gain 
problems, may very likely be the seed 
from which many potential problems 
may emerge to plague the executor and 
trustee. These problems, and _ their 
avoidance through use of the residue 
formula, can be illustrated by a few 
specific examples. In each case two 
basic assumptions will be made: 































(1) Testator wishes to leave one-half 


maining one-half, after the payment of 
all taxes, to his son; and (2) his wife 
demands the greatest benefit obtainable 
under the will while the son is opposed 
to giving her more than the minimum. 












Here are the data on the first case: 









Case No. 1 


$1,200,000 
200,000 











Gross estate of A 
Debts, fees, etc. 


Adjusted gross estate $1,000,000 
Maximum marital 
deduction 


500,000 








Subject to Federal 
estate tax 

Federal and state taxes 

Total cash requirements 


$ 500,000 












$172,850 
372,850 









There is a substantial rise in the market 
after A’s death and assets which had a date 
of death value of $300,000 are sold for $420, 
000. After payment of capital gain tax of 
25% the executor has cash in excess of re 
quirements amounting to $17,150. Remaining 
assets valued at date of death at $900,000 
have a fair market value at date of distribu- 
tion of $1,350,000, so that there is available 
for distribution $1,367,150. 






















The bequest to the wife may be satis- 
fied, in the discretion of the executor, 
by paying to her $500,000 in cash or 
by transferring to her securities having 
a Federal estate tax value of $500,000 
but which are now valued at $750,000. 
The executor might decide that the in- 
crease in the value of the estate should 
be shared between the wife and the son 
and try to accomplish this by a distribu. 




















(Continued on page 868) 
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Trust Council News 


November meetings of Life Insurance 
Trust and Estate Planning Councils in- 
cluded the following reported to T.&E. 


(other councils please note) : 


Washington, D, C.: 15th—Harry S. 
Redeker, general counsel for the Fidel- 
ity Mutual Life Insurance Co. of Phila- 
delphia, analyzed a buy and sell agree- 
ment. 


Southeast Florida: 28th — Members 
held a panel discussion on the new tax 
law, with attorney Charles A. Morehead 
serving as moderator. Legal aspects 
were dealt with by attorney Albert Ber- 
stein, accounting phases by Allen Tom- 
linson, trust matters by Thomas Camp, 
II], and insurance problems by Wins- 
ton Wynne. 


Indianapolis: 28th— The proposed 
Probate Code for Indiana was discussed 
by local attorney Harvey A. Grabill, 
a leading figure in its drafting. 


Fort Worth: 19th—Stephen L. Mayo, 
Dallas attorney, explored the tax fac- 
tors affecting the choice of the form of 
business organization. 


Milwaukee: 12th—Mayo A. Shattuck, 
noted trust authority from Boston, out- 
lined some procedures used in planning 
for family, business and estate protec- 
tion. 


A A A 


Alabama Trustmen Meet 


Twenty-two trustmen attended the 
Fall Conference of the Trust Division, 
Alabama Bankers Association, held at 
Point Clear on October 25-26, with di- 
vision president John C. Curry, vice 
president and trust officer of the First 
National Bank of Montgomery, presid- 
ing. The program consisted largely of 
round table shop talks and interim com- 
mittee reports. 

Arthur J. Bowron, Jr., trust officer of 
First National Bank of Birmingham, 
led the discussion of trust investments. 
Trusteed real estate . i. te, was 
the topic handled by S. H. Tanner, as- 
sistant trust officer of same bank. Man- 
agement of trusteed close corporations 
was the subject of the round table con- 
ducted by John C. Schor, vice president 
and trust officer of Birmingham Trust 
National Bank. 

Legislative developments were re- 
ported by committee chairman Charles 
F, Zukoski, vice president and trust 
officer of First National Bank of Bir- 
mingham. Progress in the preparation 
of a schedule of recommended charges 
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was noted by Guy Faulk, Jr., trust offi- 
cer of Merchants National Bank of 
Mobile, and chairman of the Committee 
on Uniform Trust Practices. Current 
aspects of relations with the bar were 
reviewed by Mr. Schor as committee 


chairman. 
A A A 


“Balanced Income”? Pension 
Plan Developed 


A new employee pension plan bene- 
fit concept which for the first time adds 
a fluctuating income to fixed-income to 
help pensioners hedge against inflation 
and variable costs of living was an- 
nounced this month by Investors Diver- 
sified Services, Inc., of Minneapolis, 
the nation’s largest group of invest- 
ment companies. Described as a “bal- 
anced-income” program, the Investors 
Group plan developed by Clyde J. 
Moore, vice president in charge of the 
company’s pension-planning division, 
undertakes to provide a supplementary 
fluctuating income by investing part of 
pension fund contributions in mutual 
fund shares and by distributing fluctu- 
ating benefits derived both from invest- 
ment income and also from liquidation 
of shares on an actuarial basis during 
retirement. The plan is available now 
for the use of corporations, institutions, 
organizations and groups establishing 


employee pension-retirement plans and 
facing pension fund investment prob- 
lems. 

Under the Investors “balanced-in- 
come” plan, pension and retirement 
fund beneficiaries would reecive, in 
addition to a fixed-dollar monthly in- 
come, a fluctuating income of “cost of 
living” dollars from two sources: 


First: from monthly liquidation of a 
fixed number of mutual fund shares 
which the pensioner will have accumu- 
lated through company contributions to 
his retirement fund. Such shares, of 
course, would vary in value and earn- 
ings during both the accumulation pe- 
riod and the benefit- payment period, 
in accordance with prevailing economic 


“conditions. 


Second: from quarterly dividends on 
the mutual fund shares remaining in 
the pensioner’s retirement fund account 
before his vested holdings are gradually 
liquidated. Such income would also vary 
during the accumulation and retirement- 
benefit periods. 

Delivery of fixed-income would be 
undertaken through systematic invest- 
ment of a suitable portion of fund con- 
tributions in face-amount certificates of 
Investors Syndicate of America, Inc., a 
subsidiary of Investors Diversified Ser- 
vices, Inc. 


COMMON STOCK PRICES AND THE COST OF LIVING 
1900— 1951 


COST OF LIVING INDEX 2 


+ roo 
net 


COMMON STOCK PRICES AND THE COST OF LIVING, 1900-1951 


This chart illustrates the steady rise in average living costs and average market prices of 
leading American corporate and industrial common stocks during the past 51 years, which 
embraces the operating span of most employee pension plans existing today. Despite the 
great depression of the 1930’s when average securities prices fell to an all-time low, the 
average trend of both living costs (dotted line) and securities market prices (heavy line) 
has been steadily upward, and the two, as a whole, have moved upward together since 1900. 
The new Investors Balanced-Income Pension Plan, described in the accompanying story, 
makes use of this correlation as a possible practical hedge against both wide living 
cost fluctuations and a continuing long-term decline in dollar purchasing power. 
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463 BONDS HELD 


in 


A security holders in steadily in- 
creasing numbers turn to profes- 
sional trustees for the protection of their 
savings, the investment advantages of 
the Common Trust Fund for small and 
medium sized accounts have been more 
and more utilized by financial institu- 
tions. Studies of the portfolio diversifi- 
cation published by Trusts ANp Es- 
TATES showed 494 common stocks held 
in the discretionary-type Common Trust 
Funds (June ’51, p. 364) and 424 pre- 
ferreds (Sept. 51, p. 576). The bond 
list presented herewith carries the study 
further. 


The 84 discretionary-type funds 
which have been in operation over a 
year held $216,220,369 worth of gov- 
ernment bonds and $61.851,730 of other 
bonds. The total portfolio amounted to 
$659.695,308 as of the latest available 
accountings of the several funds, rang- 
ing from September 30, 1950 to No- 


vember 30, 1951 and it is in the frame- 
work of the general diversification of 
the funds that the bond holdings should 
be considered: 


Government Bonds 32.8% 
Other Bonds 9.4 
Preferred Stocks 14.1 
Common Stocks 41.9 
Cash, etc. 1.8 


Twenty funds held only government 
issues in their bond portfolios, one held 
corporate bonds but.no governments, 
and one held no bonds at all. The pro- 
portion of government bonds in any 
one fund varied from 11.9% to 65.9% 
with the largest number of funds 
(38%) holding between 30% and 
40°. Total bonds in one fund varied 
from 15.1° to 69.4% with 45% of the 
funds holding between 40% and 50%. 
Previous studies showed that 42.6°% of 
the funds held from 30% to 40% com- 
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stocks and 41.2‘, of the funds 
had preferreds in proportions of 10% 
to 20%. 


mon 


Investment selection by the commit- 
tees of the 84 funds resulted in a total 
diversification over 463 issues and 272 
corporations and other borrowers be- 
sides United States Government issues, 
While bonds in the following list can- 
not be assumed to be presently included 
in the portfolios of the Common Trust 
Funds studied, since the reports eover 
a period of somewhat over a year, they 
reveal the same wide diversity of selec- 
tion which was shown by the common 
and preferred stock lists. Apart from 
government issues the largest number 
of funds holding any one bond was 
thirteen. The figure opposite each issue 
in the accompanying list represents the 
number of funds in which that issue 
was held at the time of their annual 
reports. 


S0ONDS in COMMON TRUEST FUNDS 
U. S. GovERNMENT U.S.A. Treasury 1%, 1955 3 Toledo Cinn. Ist Ln. & Ref. Ist S.F. “‘C”? 4%, 1977 1 
U.S.A. Treasury 2%, 1953-51 4 “D” 4%, 1985 2 Delaware & Hudson 
U.S.A. Savings Series “‘G”’ U.S.A. Treasury 2%, 1953-52 2 Boston & Maine Ist & Ref. 4%, 1963 1 
(21. various maturities) 47 U.S.A. Treasury 2%, 1954-52 12 Ist 4%, 1960 2 Delaware, Lackawanna & West. 
U.S.A. Savings Series “G” U.S.A. Treasury 2%, 1955-51 1 Capital Transit Co. Equip. Tr. “H” 2%, 1956 3 
2%, 1953 22 U.S.A. Treasury 2'2, 1955-52 1 Ist “A” 4%, 1964 1 Denver & Rio Grande 
U.S.A. Savings Series “G” U.S.A. Treasury 2M, 1959-56 2 Carolina, Clinchfield & Ohio Income “A’’ 41%, 2018 1 
21, 1954 24 U.S.A. Treas. 2%, 6/15/62-59 22 Ist “A” 4%, 1965 2 Detroit River Tunnel 
U.S.A. Savings Series “G” U.S.A. Treas. 2%, 12/15/62-59 17 Chesapeake & Ohio Ist 4%, 1961 2 
214, 1955 27 U.S.A. Treas. 2%, 1954-52 5 Ref. & Imp. “E” 3%, 1996 1 Detroit, Toledo & Ironton 
U.S.A. Savings Series “‘G” U.S.A. Treas. 2%, 1958-56 2 Ref. & Imp. “H” 3%, 1973 5 Ist “B’ 2%4,, 1976 1 
2%, 1956 : - 27 U.S.A. Treas. 2%, 1967-62 14 Equip. Tr. 25%, 1954 1 Elgin, Joliet & Eastern 
U.S.A. Savings Series “G” U.S.A. Treas. 2%, 1968-63 9 Equip. Tr. 2%, 1954 1 Ist “A” 314, 1970 2 
2%, 1957 - ~~ 26 U.S.A. Treas. 2%, 6/15/69-64 11 Equip. Tr. 27%, 1955 1 El Paso & South Western 
U.S.A. Savings Series “G” U.S.A. Treas. 242, 12/15/69-64 6 Equip. Tr. 2%, 1957 2 Ist & Ref. 5%, 1965 8 
2%, 1958 ; -- 29 U.S.A. Treas. 2%, 1970-65 3 Equip. Tr. 2%, 1957 1 Erie 
U.S.A. Savings Series “G 7 U.S.A. Treas. ain. 1971-66 3 Equip. Tr. 2%, 1958 1 Cons. “F” 3%. 1990 1 
9 959 ~ 3, 2% ‘15 /72-67 ° . P . “ogee « 
ae 1959 he ponmew a U.S.A. Treas. 2%, 6/15 v2 67 - 14 Chicao, Burlington & Quincy Cons. “G"”’ 3%, 2000 2 
U.S.A. Savings Series “‘G U.S.A. Treas. 2%, 12/15/72-67 29 Ist & Ref. 2%. 1970 3 Equip. Tr. 1%, 1951 1 
2%, 1960 22 U.S.A. Treas. 2%, 1980-75 22 Ist & Ref. 3%. 1985 1 Equip. Tr. 2%. 1954 1 
‘ Savings Series “G” Saieial citiatihe toni : - 3%, 1985 : , - 2%, 198 
USA. oo Series “G - —- Lepage redit : Chico @ Betere Backs Gen. Income “A” 4%, 2015 1 
oy op Se ae ' Ist “B’ 3%, 1985 ae Florida East Coast 
a a wpuattics 22 Equip. Tr. “G’ 25%, 1962 1 Ist 4%, 1959 1 
te er an ras ea Chicago & Western Indiana Equip. Tr. “K’’ 2%, 1959-57 1 
Us. : — Series “G P RAILROAD Cons. 4%, 1952 3 Grand Trunk Pacific Western 
U.S.A Sientary Bills Akron, Canton & Youngstown Ist & Ref. S.F. “D” 4%, 1962 1 Div. Ist 3%, 1962 1 
due 1951 oy 1 Cons. “B” 4%, 1988 . 1 Chicago, Milwaukee & St. Paul Great Northern 
U.S.A. Treasury Notes Ann Arbor Ist 4%, 1995 1 “A” 4%, 2019 1 Gen. “R 2M. 1961 1 
1%, 1951 : = =e Atchison, Topeka & Santa Fe Ist “A” 4%, 1994 - Gen. 2%, 1961 1 
U.S.A. Treasury Notes Gen. 4%, 1995 2 Equip. Tr. “JJ” 2%, 1960 1 Gen. “Q” 2%, 2010 1 
1%, 1952 1 Adj. Mtge. Stpd. 4%, 1995 2 Equip. Tr. “NN” 2%, 1955 1 Gen. “N” 3%, 1990 1 
U.S.A. Treasury Notes Atlanta & Charlotte Air Line Chicago, Rock Island & Pacific Gen. “O 3. 2000 1 
1% 1954 2 Ist S.F. 3%, 1963 2 Ist “A” 2%, 1980 Equip. Tr. 2%, 1953 1 
BS» oi : “ge e . . “Aa? OL 7 y j 97 O5 
U.S.A. Treasury Notes Atlantic Coast Line Equip. Tr. A 2%, 1963 1 ; Equip. Tr. a 1056 1 
1%, 1955 1 lst 4%, 7/1/52 2 Chicago, Terre Haute & South Gulf, Mobile & Ohio 
U.S.A. Treasury Notes Gen. Unified “A” 4%, 1964 1 Eastern Income 2%-4%, 1994 1 Ist & Ref. “D 3%, 1969 1 
1%, 1955 3 Baltimore & Ohio . Chicago Union Station Gen. Income “B %, 2044 1 
U.S.A. Treasury Certificates Ist “A” 4%, 1975 3 i ated 3M, 1963 1 Hollidaysbure, Bedford & Cum- 
of Indebtedness 2%, 1951 1 lst “B” stpd. mod. 4-5%, Ist “G’’ 2%, 1963 1 berland 4% Ist, 1951 1 
U.S.A. Treasury Certificates 1975 3 Cleveland, Cincinnati, Chicago Illinois Central 
of Indebtedness 1%, 1952 10, P.L.E. & W. Va. Ref. “A” & St. Louis 4%, 1993 2 Ch. St. L. & N. O. Jt. 
U.S.A. Treasury 1%, 1951 -.... 1 4%, 1980 4 Cleveland Union Terminals Ist Ref. “‘C” 4%, 1963 2 
U.S.A. Treasury 1%, 1955 — ap Southwestern stpd. mod. Ist 3%, 1955 2h, Ch. St. L. & N. O. Jt. 
U.S.A. Treasury 1%, 1950 —~.... 1 3%-5%, 1980 SEG Se Ist S.F. “B” 5%, 1973 ~——— a Ist. Ref. 5%, 1963 2 
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Cons. “A” 4%, 1979 I North Pennsylvania Southern Pacific Co. Alabama Power 








Equip. Tr. “AA” 2%4, 1954 2 Gen. 3.3%, 1953 1 Cons. 3%, 1960 1 Ist 3%, 1981 1 
Equip. Tr. “GG” 3%, 1956 1 Northern Pacific 40 yr. 4%, 1969 4 Ist 31%, 1972 . 1 
Equip. Tr. 2%, 1957 1 Pr. Ln. 4%, 1997 4 Oregon Lines Ist “A” American & Foreign Power 
Jamestown, Franklin & Clearfield Ref. & Imp. “A” 4%, 2047 1 4%, 1977 4 5% deb., 2030 ‘ 1 
Ist 4%, 1959 1 Gen. 3%, 2047 1 50 yr. 4%, 1981 6 American Gas & Elect. Co. 
Kansas City Southern Ref. & Imp. 5%, 2047 1 Equip. Tr..2%, 1956 1 serial notes 24%, 1960 1 
Ist “A” 4%, 1975 2 Coll. Tr. 4%, 1975 2 Equip. Tr. “FF” 3%, 1956 1 serial notes 2%, 1965-50 —...... 3 
Ist “B”’ 35%, 1968 1 Equip. Tr. 2%, 1956 1 Southern Pacific RR. Co. American Telephone & Tele. 
Lake Shore & Michigan South- Equip. Tr. 2%, 1962 1 Ist “F’’ Gtd. 2%, 1996 3 conv. 2%, 1957 2 
ern Ist 314, 1997 1 Oregon Washington RR. & Nav. 2%, 1986 1 conv. 2%, 1961 13 
Lehigh Coal & Navigation Ist & Ref. “A” 3%, 1960 4 Southern Rwy. 2%, 1971 7 
S.F. 3% “A”, 1970 1 Pennsylvania Dev. & Gen. 4%, 1956 3 2%, 1980 2 
Little Miami Ist 4%, 1962 1 Gen. “A” 4%, 1965 4 Ist Cons. 5%, 1994 1 2%, 1975 7 
Louisville & Nashville Sec. Ser. 4%, 1952-64 34 Equip. Tr. “NN” 2%, 1952 1 2%, 1987 2 
Ist & Ref. “F” 3%, 2003 Z Gen. ““B” 5%, 1968 : Terminal RR. Assn. of St. Louis conv. 3%, 1963 10 
Ist & Ref. “G” 2%, 20038 2 Equip. Tr. “‘T”’ 2%, 1960 1 Ref. & Imp. S.F. “D” 3%, 1973 11 
Ist & Ref. “H’’ 3%, 2003 1 Equip. Tr. “U”’ 2%, 1960 1 Gtd. 2%, 1985 1 Appalachian Electric Power 
nds Market Street Elevated Pas- Equip. Tr. “*V"’’ 214, 1956 1 Texas & New Orleans Ist 2%, 1980 3 
Vy senger Ist 4%, 1955 2 Equip. Tr. “W” 214, 1959 1 Ist 3%%, 1990 1 Ist 2%, 1970 6 
Michigan Central Equip. Tr. 2%, 1955 1 Texas & Pacific Ist 3%, 1981 2 
Ref. & Imp. “C” 4%, 1979 1 Equip. Tr. 214, 1962 1 Gen. & Ref. “E” 3%, 1985 5 Arkansas Pwr. & Lt. 
Minneapolis, St. Paul & S.S. Peoria & Eastern Ist Cons. 5%, 2000 1 3%, 1974 1 
nit- Marie Ist 4%, 1971 1 Equip. Tr. 2%, 1959 1 Equip. Tr. Cfts. “K” 2%, Ist 3%, 1981 1 
Missouri Pacific Pere Marquette 1958 1 Bell Tel. of Penna. 
tal Ist & Ref. “G’ 5%, 1978 1 Ist “D’? 3%, 1980 5 Union Pacific Ist & Ref. 2°4, 1976 1 
72 Muscogee Co. Ist “D’’, 1951 3% 1 Ist Ref. “CC”? 2%, 1991 1 5% “C”, 1960 1 
Coll. S.F. 444, 1970 1 Phila., Balti. & Wash. Virginia & Southwestern Birmingham Elect. 
be- New Orleans Great Northern Gen. “C’’ 4%, 1977 1 Ist Cons. 5%, 1958 1 Ist 3%, 1974 ‘ 1 
1es Ist “A” 5%, 1983 1 Philadelphia Transportation Virginian Blackstone Valley Gas & El. 
- New Orleans Terminal Co. Ist & Ref. “B” 3%, 1970 1 Ist Ln. & Ref. “B’’ 3%, 1995 2 Ist & Coll. Tr. 3%, 1973 1 
an- Ist 4%, 1953 2 Piedmont & Northern Wabash Ist “B’’ 314, 1971 1 Boston Edison 
| d New Orleans, Texas & Mexico Ist 3%, 1966 1 Western Maryland Ist “‘A”? 234, 1970 1 
1€ Ist 5°, 1956 1 Pittsburgh & West Virginia Gen. “A” S.F. 44-4%, 1969 1 Ist ““B” 2%, 1980 1 
‘ust New York Central Ist “C” 4%, 1960 2 Ist 4%, 1952 3 Brooklyn Union Gas 
Cons. “A” 4%, 1998 l Pittsburgh, Cine., Chic. & St. Western Pacific Ist 2%, 1976 1 
ver Equip. Tr. 2%, 1951 1 Louis Gen. “A” 5%, 1970 3 Ist & Ref. “A” 3%, 1981 1 Buffalo Niagara E). 
hey Equip. Tr. 2%, 1952 ; 2 Gen. “E” 33%, 1975 1 Western Rwy. of Alabama 2%, 1975 1 
“¢ Equip. Tr. 2%, 1960 1 Reading Co. Ist 432, 1958 1 California El. Pwr. 
lec- New York, Chicago & St. Louis Ist & Ref. “D” 3%, 1995 2 Canada Southern Ist 3%, 1976 Cie e a 
Ref. “‘E”? 3%, 1980 1 St. Louis - San Francisco Ist & Ref. Cons. “A” 5%, Central Hudson Gas & EI. 
10n Ref. “F” 3%, 1986 1 Ist “A” 4%, 1997 3 1962 1 conv. 2%, 1959 1 
om Equip. Tr. 2'4, 1953 ] Equip. Tr. “B’’ 2%, 1961 1 Canadian National Central Illinois Pub. Serv. 
| New York Connecting Equip. Tr. “D” 2%, 1956 1 2%, Gtd., 1967-64 1 Ist “A” 3%, 1971 1 
eT Ist “B” 2%, 1975 1 St. Louis, Southwestern i'. Gtd., 1956 1 Central Maine Pwr. 
was New York, Lackawanna & West. i“, 1989 1 4 Ist & Gen. 34% “L’”’, 1970 1 
Ist & Ref. “A”? 4%, 1973 1 Seaboard Air Line UTILITIES Central New York Pwr. 
sue New York, New Haven & Hart- Gen. Income “A” 414, 2016 3 Gen. 3%, 1974 1 
the ford Harlem River & Port Equip. Tr. “‘E’’ 2%, 1955 1 Alabama Gas Corp. Central Vermont Pub. Serv. 
Chester Ist 4%, 1954 i Equip. Tr. “J’? 2%, 1955 | Ist “B’ 254, 1980 1 Ist “G’’ 344, 1981 Ae 1 
sue | - - —— — - —-- ——--- a 
ual 
1 
1 
1 
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Cincinnati Gas & FEI. 
Ist 2%, 1975 

Cleveland El. Illum. 
Ist 3%, 1982 


Columbia Gas System 
3% “A”, 1975 
3% “B”, 1975 
Columbus & So. Ohio EI. 
Ist 3%, 1970 
1981 
Commonwealth Edison 
S.F. 2%, 1999 
Ist “L” 3%, 1977 
Ist “N” 3%, 1978 
3%, 1999 
Connecticut River Pwr. 
Ist S.F. “A” 3%, 1961 
Consol. Edison of N. Y. 
Ist & Ref. “A” 254, 1982 
Ist & Ref. “‘C” 2%, 1972 
Ist & Ref. “‘D’’ 3%, 1972 
conv. 3%, 1963 
Ist & Ref. “G’’ 3%4, 1981 
ist & Ref. “F” 3%, 1981 
Consol. Gas, El. Lt. & Pwr. 
2%, 1981 
Consql. Natural Gas 
2%, 1968 
314, 1976 
Consumers Pwr. 
2%, 1975 
34%, 1981 
Dayton Pwr. & Lt. 
Ist 2%, 1975 
Ist “A” 3%, 1978 
Delaware Pwr. & Lt. 
Ist & Coll. Tr. 2%, 1980 
97 


3%, 


Ist & Coll. Tr. 1979 
Detroit Edison 
Gen. & Ref. “I” 2%, 
Gen. & Ref. “J” 2%, 
Conv. 3%, 1958 
Gen. & Ref. “H” 3%, 
Duke Pwr. 
Ist & Ref. 27%, 
Duquesne Lt. 
lst 2%, 1977 
ist 2%, 1980 
Empire District El. 
Ist 3%, 1969 
Equitable Gas 
S.F. 3%, 1951 
S.F. 33, 1970 
Florida Pwr. & Lt. 
Ist 3%, 1974 
Gas Service Ist 273, 1969 
General Tel. 4%, 1964 
Georgia Pwr. 342, 1981 
Gulf States Utilities 
lst 25%, 1976 
S.F. 3%, 1969 
Ist 3%, 1981 
Home Gas 4%, 
Illinois Bell Tel. 
Ist “B” 3%, 1978 
Indianapolis Pwr. & Lt. 
Ist 2%, 1979 
Iowa Pwr. & Lt. Ist 3%, 
Iowa Public Serv. 
Ist 2%, 1976 - cain Ee 
Ist 3%, 1981 
Kansas-Nebraska 
lst 3%, 1970 
Ist S.F. 3%, 1969 
Laclede Gas Light 
ist 3%, 1965 
Louisville Gas & El. 
Ist 2%, 1979 
Lynn Gas & EI. 
Notes “A” 3%, 1971 
Michigan Consol. Gas 
Ist 3%, 1975 
Ist 3%, 1969 
Ist 3% 1976 
S.F. 3%, 1967 
Milwaukee Gas Lt. 
Ist 3%, 1975 
Minnesota Pwr. 
Ist 35%, 1981 
Mississippi Pwr. 
Ist 3%, 1971 
Monongahela Pwr. 3% 1975 
Montana-Dakota Utilities 
Ist 3%, 1965 
Montana Power 
Ist 2%, 1975 
New England Pwr. 
Ist 3%, 1961 
Ist “D” 2%, 1981 
New England Tel. & Tele. 
3%, 1974 : = 


1982 
1985 


1970 


1979 


1958 


1973 


Nat. Gas 


& Lt. 
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New Jersey Bell Tel. 
3%, 1988 
New Orleans Pub. Serv. 
31%, 1974 
New York Pwr. & Lt. 
2%, 1975 
New York Steam 3144, 1963 
New York Tel. 
Ref. “D” 2%, 1982 
Ref. “F” 3%, 1981 
Niagara Mohawk Pwr. 
Gen 2%, 1980 
Gen. 2%, 1980 
North Shore Gas 
Ist “A” 414, 1961 
Northern Nat. Gas 
2%, 1963 
25%, 1959 
Northern States Pwr. 
Ist 2%, 1975 
Ist 2%, 
i 


Ohio Edison 


Ist 2%, 1975 

Ist 3°%, 1974 
Ohio Power Ist 3%, 1968 
Oklahoma Gas & El. 


Ist 254, 1975 


Pacific Gas & El. 


Ist & Ref. “P” 2%, 1981 
Ist & Ref. “Q” 2%, 1980 
Ist & Ref. “J” 3%, 1970 
Ist & Ref. “K” 3%, 1971 
Ist & Ref. “L” 3%, 1974 
Ist & Ref. “M’’ 3%, 1979 
Ist & Ref. “N” 3%, 1977 
Ist & Ref. “S’ 3%, 1983 
Pacific Pwr. & Lt. 
Ist 314, 1977 


Pacific Tel. & Tele. 
2%, 1985 
1986 
le, 1983 
314, 1987 
31, 1978 
Penna. Pwr. & Lt. 
Ist 3%, 1975 
Penna. Water & Pwr. 
Ref. & Coll. Tr. 314, 1964 
Peoples Gas Lt. & Coke 


x + 


9 
3 


Ist & Ref. 35%, 1981 
Philadelphia Elec 

Ist & Ref. 2%, 1967 

Ist & Ref. 2%, 1974 


Ist & Ref. 2%, 1981 
Ist & Ref. 2%, 1978 
Phila. Elec. Pwr. 
Ist 25%, 1975 
Portland Gen. El. 
Ist 3%, 1975 
Public Serv. Co. of Indiana 
Ist “F” 3%, 1975 
Pub. Serv. Elec. & Gas 
Ist & Ref. 24, 1980 
3%. 1963 
6°, 1998 
Puget Sound Pwr. & Lt. 
Ist 4%, 1972 
Rochester Tel. 


- 


S.F. 4%, 1963 
South Jersey Gas 
Ist 4%, 1977 
South Union Gas 


3%, 1976 

Southern Bell T. & T. 
2%, 1987 

Southern Calif. Edison 
Ist & Ref. “C” 2%, 
Ist & Ref. 3%, 1965 
Ist & Ref. “A” 3%, 
Ist & Ref. 3%, 1976 

Southern Nat. 
Ist 3%, 1968 

Bell Tel. 


1976 
1973 
Gas 


Southwestern 
2%, 1985 
Pwr. & Lt. 
1975 
Toledo Edison 2%, 1977 
Union El. Co. (Mo.) 
lst & Coll. Tr. 2%, 
%, 1968 
Ist & Coll. Tr. 3%, 1971 
Virginia El. & Pwr. 
Ist & Ref. “E” 2%, 1975 
lst & Ref. ““H’’ 2%, 1980 
Washington Water Pwr. 
Ist 3%, 1964 
West Penna. El. 
S.F. Coll. Tr. 3%, 1974 


West Penna. Pwr. 
S66 “FE Gye, SOOO eee 


Texas 
9° 


1975 


_ 


to 


xe eee 
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3%, 1996 
Wisconsin Pwr. & Lt. 

Ist “D” 2%, 1980 
Wisconsin Pub. Serv. 

Ist 3%, 1971 
Gatineau Pwr. 

Ist “C” 3%, 1970 
Saguenay Pwr. 

Ist “‘“A” 3%, 1971 


INDUSTRIAL 
Allis-Chalmers Mfg. 2%, 1956 
American Tobacco 

3%, 1962 
38%, 1969 
Ashland Oil & Refg. 
3%, 1965 m 
3%, 1970 
34.2, 1971 
Atlantic Refg. 
1966 
tethlehem Steel 
Cons. S.F. “I”? 2%, 1970 
Cons. S.F. ‘J’? 2%, 1976 
Cons. S.F. “K” 3%, 1979 
Borden 27%, 1981 
Bristol-Myers 3%, 1968 
Brown Shoe 3',, 1971 
Caterpillar Tractor 2%, 
Celanese Corp. of Amer. 
3%, 1965 
31., 1976 
Celotex 3',, 1960 
Champion Paper & Fibre 
3%, 1965 
Cities Service 3%, 1977 
City Ice & Fuel 2%, 1966 
Consol. Cigar 314, 1965 


2%, 


Nnann 


1956 


Continental Baking 3%, 1965 
Dow Chemical 2.35%, 1961 
Fairbanks Morse 2%, 1967 


Firestone Tire & Rub. 
3%, 1961 
Food Fair Stores 3%, 1965 
Food Mach. & Chem. 2%, 1969 
General Foods 3%, 1976 
B. F. Goodrich 
Ist S.F. 2%, 
P. H. Hanes 
3%, 1953 
Harris-Seybold-Potter 
S.F. 3%, 1960 
Heyden Chemical 27%, 1962 
Hollingsworth & Whitney 
314, 1969 
Houdaille-Hershey 
3%, 1960 
Koppers Ist 3%, 1964 
Lit Brothers S.F. 4%, 
P. Lorillard 
3%, 1963 
3%, 1976 ia 
McWane Cast Iron Pipe 
5%, 1956 
Mead Ist 3%, 
Mission S.F. 3%, 
Nat. Dairy 
2%, 1970 
%, 1970 
%, 1976 
Nat. Distillers Prod. 
S.F. 3%, 1974 
Nat. Fuel Gas S.F. 3%, 
Nat. Steel 


1965 
Knitting 


1970 


1966 
1966 
Prod. 


2 
4 
2 
3 


1973 


Ist Coll. Tr. 3%, 1965 
Nat. Vulcanized Fibre 
4',, 1960 
Panhandle Eastern Pipe Line 
2%, 1958 
212, 1967 


2%, 1968 
2%, 1971 
3%, 1973 
Penna. Glass Sand 
S.F. 3%, 1960 
Phillips Petroleum 
Conv. 23%, 1975 
2%4, 1964 
Pittsburgh Coke & Chem. 
Ist 3%, 1964 
Pittsburgh Cons. Coal 3% 1965 
Plantation Pipe Line 2%, 1970 
Ralston Purina 3%, 1971 
R. J. Reynolds Tob. 3%, 1973 
Jos. E. Seagram & Sons 
2%, 1966 
3%, 1974 
Selected Industries 
2%, 1961 
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Shell Union Oil 2%, 1971 6 
Skelly Oil 2%, 1965 1 
Socony-Vacuum Oil 2, 1976 2 


Standard Oil (N.J.) 
2%, 1971 1 
2%, 1974 

Sunray Oil 2%, 1966 1 


Tennessee Gas Trans. 


rm 


Ist Pipe Line 2%, 1966 
Ist Pipe Line 3%, 1967 3 


Ist Pipe Line 3%, 1969 1 
Ist Pipe Line 3%, 1970 3 
Ist Pipe Line 3%, 1971 1 

lst Pipe Line 3%, 1971 3 
Texas Corp. 3%, 1965 1 
United Biscuit 2%, 1966 1 
United Gas 

Ist Coll. Tr. 2%, 1970 1 

Ist & Coll. Tr. 3%, 1971 2 
West Penna. Traction 

5%, 1960 1 
West Va. Pulp & Paper 

314, 1971 3 
Westinghouse Elec. 

Conv. 2.65%, 1973 1 
Wheeling Steel 

Ist S.F. “D" 3%, 1967 l 

Ist S.F. “C” 314, 1970 2 

Conv. 342, 1965 2 
Wilson & Co. 

Ist S.F. 3%, 1958 2 

MISCELLANEOUS 
Amer. Invest. Co. of IIl. 

Notes 37%, 1966 1 
Ann Arbor Auto. Park Syst. 

Rev. 242, 1951 1 
Benef. Indust. Loan 242, 1961 4 
Bernadine Sisters, 3d Order of 

St. Francis 2% Notes, 1953 1 
British Columbia 3%, 1955 1 
Canada, Dominion of 9th 

Vie. Loan 3°%, 1966 1 
Canada, Dominion of 6th 

Vic. Loan 3%, 1960 1 

Internal 3%, 1962-59 1 

25 yr. War Loan 3'4, 1961 1 
Chicago Transit Authority 

35%, 1967 1 
Church of St. Anthony, St. 

Cloud Ist 2'. - 3°, 1956-52 1 
C.LT. Financial 25%, 1959 6 
Commercial Credit 

2%, Notes 1953, "64, °55, 

and °56 1 

31, Notes 1961 3 
Dominican Fathers 314, 1956 1 
Gen. Motors Acceptance 

1%, Notes 1951 1 

2% Notes 1951 ] 
Household Finance 2%, 1970 1 
International Bank for Reconst. 

& Devel. 

3%, 1972 1 

3%, 1976 1 
(No.) Michigan Bd. of Educ. 

2%, 1956-51 l 
Montreal, Canada 

Ref. 2%, 1952 1 
New York, City of Corp. Stk. 

Tr. Unif. 3% ’80 1 
Ontario, Canada 

External 314, 1971 1 

nt 314, 1972 ] 

D.T.D. 1951 1 
Penn., Commonwealth of 

Turnpike 2%, 1960 1 

2.90, 1988 3 

3%, 1988 1 

3%, 1988 ] 
Philadelphia. City of 

24%, 1971 ] 

3%, 1965-57 1 

3%, 1970-58 1 

3%, 1975-59 1 

3%, 1975-62 1 

3.4, 1975-65 1 
Saskatchewan, Prov. of 

4%, 1960 1 
Toronto, Can., 

External 3%, 1955 1 

Xs 3%, 1956 1 

‘ 3%, 1957 4 
Triborough Bridge 

24%, 1964 1 

2%, 1969 : 2 


Tri-Continental 2%, 


1961 .. 
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ry. 
| HE management of investments plus 
complete custodian service—available in a Custodian 
Manavement Account—is an important service 
u I 


offered by City Bank Farmers Trust Company. 


EXECUTOR CUSTODIAN OF SECURITIES 
MANAGEMENT OF INVESTMENTS TRUSTEE 
TRUSTEE UNDER PENSION AND PROFIT 


SHARING PLANS 


TRANSFER AGENT FISCAL AND PAYING AGENT 
REGISTRAR 
TRUSTER UNDER CORPORATE INDENTURES 


VIORTGAGE MIANAGEMENT 


City Bank Farmers 
cuneno we Lust Company 


Head Office: 22 William Street. New York 
Uptown Office: 640 Fifth Ave. at 51st Street: Brooklyn Office: 181 Montague Street 


Information may be obtained through any branch 


of The National City Bank of New York 
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~FPRA Trust Sessions 


EGISTRATION was the biggest 

ever at the 36th annual conven- 
tion of the Financial Public Relations 
Association, held in Hollywood, Fila., 
November 11-15. Forty States, Puerto 
Rico and Canada were represented by 
a total of 744 delegates and guests. 
More than 600 attended the 9:00 a.m. 
daily meetings of the “School of Human 
Relations” and the forty-two depart- 
mental and clinical units made a new 
record, with groups which topped even 
those at Chicago. 

S. H. Chelsted, vice president of the 
Peoples First National Bank & Trust 
Co., of Pittsburgh, was elected president 
of the Association, succeeding Hugh J. 
Bernard, vice president, Second Na- 
tional Bank, Houston. Advanced from 
second to first vice president is William 
B. Hall, vice president. The Detroit 
Bank, and from third to 
president, L. L. Matthews, president, 
American Trust Co., South Bend, Ind. 


second vice 


Rod Maclean, assistant vice president, 


Union Bank & Trust Co., Los Angeles, 
was elected third vice president and 
thus is in line for the presidency three 
years hence. 


William O. Heath, vice president, 
Harris Trust & Savings Bank, Chicago, 
was re-elected treasurer, while executive 
vice president Preston E. Reed contin- 
ues in that office by appointment. 


SALES MANAGEMENT 


Family Business Interests 


First among the trust departmental 
sessions was a panel on Trust Sales 
Management, moderated by Robert E. 


MacDougall, assistant vice president, 
Girard Trust Corn Exchange Bank, 


Philadelphia. Mr. MacDougall said that 
the advisability of developing a special 
service to handle family business inter- 
ests would depend on whether the size 
of the trust department would justify 
it, the character of business already in 
hand and of new business being devel- 





NEW OFFICERS OF FINANCIAL PUBLIC RELATIONS ASSOCIATION 


Left to 


right: President: S. H. Chelsted, vice president, Peoples First National Bank and 


Trust Co., Pittsburgh; First Vice President: William B. Hall, vice president, The Detroit 


Bank; Second Vice President: L. 


L. Matthews, president, American Trust Co., South 


Bend, Ind.; Third Vice President: Rod Maclean, assistant vice president, Union Bank & 
Trust Co., Los Angeles; Treasurer: William O. Heath, vice president, Harris Trust & 
Savings Bank, Chicago. 
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oped, and — most important — whether 
the institution wants to encourage, as 
a matter of policy, the development of 
estates containing family business in- 
terests. After noting the increased time, 
effort and liability which would come 
with the establishment of such a service, 
Mr. MacDougall listed some of the fact- 
ors favorable to its creation: 
1. A family business is today about the 
only way one can build up a sizeable es- 
tate. 


2. Competitors are not generally inter- 


ested, hence there is an open field. 
3. Good will develops if the service is 
well done. 


t. Provision can be made for adequate 


compensation from the business, the es- 
tate, or both. 

5. It reunds out the types of services 
offered by trust institutions. 

6. Substantial collateral business could 
flow from it. 


7. Such a group would be of benefit to 
the trust new business department in plan- 
ning and solicitation. 


If the trust department decides to 
create such a division, Mr. MacDougall 
concluded, its aim should be the estate 
planning approach, implemented with 
men who are trained to move in prompt- 
ly upon 
provide 


the death of the owner, and 
guidance to continuing man- 
agement. 


Commenting on the general attitude 
of trust companies toward the handling 
of family businesses, Edwin R. Mac- 
Kethan, vice president and trust officer. 
National Bank of Commerce, Norfolk, 
compared it to the Prudent Man Rule 
Until recently. 
tended to stay 
clear of estates containing family busi- 
interests, he but this has 
changed as the Prudent Man Rule has 
hecome widely accepted. Trust institu- 
have realized that in order to 
render the service demanded by their 
customers they must agree to accept for 
administration estates that contain such 
interests on the same theory that they 
accept estates for investment under the 
Prudent Man Rule. 


on trust investments. 


most trust institutions 


ness said, 


tions 
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Cooperation Between Banking 
and Trust Departments 


The need for a spirit of close trust- 
banking cooperation was illustrated by 
\. Cleaver Bolton, trust officer, Equit- 
able Trust Co., Wilmington, Del., who 
quoted from Gilbert T. Stephenson’s 
1946 survey. Fifty-eight replies showed 
that 47 institutions had trust business 
development organizations which were 
not divisions of the institution’s general 
business development organization. In 
5 the trust business development or- 
ganization was located on the same 
loor with the trust department, indi- 
cating that the banking new business 
department was in a separate part of 
the building. To meet this situation, 
Mr. Bolton said. there should be a pro- 
gram of internal education to enable the 
members of one department to under- 
stand the functions of the others. 
file, 


names and deletions on the prospect list 


Unless there is a central new 
should be passed on from one depart- 
ment to the other. and the new busi- 
ness representative of one department 
should prepare the way for a later ap- 
the making 


with customers. 


proach by other, when 
contacts 
\t his bank both departments cooper- 


ate in sending enclosures with state- 


prospective 


ments, Mr. Bolton reported. and they 
share radio and TV time, and adver- 
lising space in elevators and pamphlet 
racks. Close cooperation is essential for 
economy, he said. because there are 
items common to both depart- 
the 


must be worked out by agreement. 


many 


ments and percentage allocation 


Trust new business results certainly 


should receive attention outside 
the trust department, Mr. MacKethan 
stated, although the exact method will 


depend on the medium available within- 


some 


the individual bank. A memorandum on 
each piece of new business should be 
sent to the president and reported to 
the trust committee at its meetings. A 
copy of the memorandum should go to 
the commercial’ department officer who 
may have been instrumental in obtain- 
ing the business for the bank. 


It is also helpful, Mr. MacKethan 
said, if at each staff meeting the presi- 
dent comment on or two 
that 
commercial 
Moreover, if the president, upon re- 
ceipt of new immediately 
writes a letter to the customer, acknowl- 
edging and thanking him for his busi- 
ness, the favorable reaction may prove 


to be amazing. 


would one 


of business have come in 


through 


items 


named officers. 


business. 


DECEMBER 195] 


In further development of cooperative 
efforts in obtaining new business, Mr. 
Bolton referred to a metropolitan bank 
which reported fifty per cent of its new 
trust business coming from contacts de- 
veloped by its directors, officers and 
employees. Commercial department 
officers are perhaps the most fruitful 
source of names of desirable prospec- 
tive trust customers. In a day’s time, 
they see and establish contact with many 
more prospective customers than they 
could if they had to go to see people 
in their homes or places of business. 
\ttendance at the meetings of the com- 
mercial officers, Mr. Bolton said, would 


give trust new business men an oppor- 
tunity to learn of new contacts and at 
the same time to reciprocate, and thus 
give evidence of a sense of responsibility 
for the institution as a whole. 


Do Women’s Forums Pay Off? 


Letters from banks in virtually all 
sections of the country helped to pro- 
vide the answer to this question, as- 
signed to Mr. Bolton, and with one ex- 
ception the answer was “Yes.” Actual 
business resulting from forums was 
quoted in amounts varying from a will 
of $50,000 (contingent executor) to a 
will in which the estate was $700,000. 





Letter from an officer 


of a large eastern trust company 


that first used Purse service 
in 1928 


“Outstanding to me are the 
new trust promotion programs as 
they come up, each in turn better 
than the previous. They show most 
careful thought. direction, planning 
and acceleration — and withal are 
understandable and very much in the 


layman’s language. 


“Frankly, [ can’t conceive of 
any trust promotion program with- 
out your direction and aid. You have 
been most cooperative.” 


Without obligation, write for 


information about Purse service and 


how you can use it to develop business 
for your trust department. 


THE PURSE COMPANY 


CHATTANOOGA, TENNESSEE 
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apcons 


Delegates to FPRA arriving in Nassau. 


Photo by Nassau Development Board, courtesy American Banker 


Bahamas. 


aan 


after attending business session § in 


Hollywood, Florida. 


One bank reported agency accounts and 
appointments totaling $1,500,000 di- 
rectly traced to forum meetings. An- 
other is so thoroughly “sold” on forums 
that it no longer keeps a record of 
business from that source. 


Most of the replies expressed the 
conviction that forums were a valuable 
means of advertising regardless of di- 
rect results, institution reporting 
that it used “practically no other ad- 
vertising” but that business had _in- 
creased constantly since they began the 
forums. One reported that its trust and 
estate forums resulted in a great deal 
of new business for the commercial de- 
partment, and another said that three 
leading law firms were having greatly 
increased activity in drawing new wills 
and redrafting old ones, which the at- 
torneys attributed to the forum influ- 
ence. 


one 


Summing up the correspondence. Mr. 
Bolton said “. without reservation 
Women’s Forums do pay off, but it is 
very difficult, as in all advertising or 
public relations efforts, to trace a speci- 
fic piece of business directly to the 
forum.” 


Retention Considered New Business 


Trust administrative officers must al- 
ways do a certain amount of new busi- 
ness work, but their prime interest is 
always in the administration of the 
accounts already in the trust depart- 
ment, according to Mr. MacKethan’s 
view. and new business work assigned 
to them suffer in favor of their 
administrative work. 


will 


Wills which name the bank and are 
placed in the vault are still new business 
in the thinking of administrative off- 
cers. and their review and _ retention 


oul 


should fall within the province of the 
new business department. The new busi- 
ness men, however. should receive some 
form of credit for review and retention 
of these wills, in line with the policy by 
which they are given credit for com- 
pletely new business. 

Other Trust Sales 
Management Panel. copies of whose re- 


members of the 


marks were not available at press time. 
were Ross P. Bennett, vice president and 
trust officer, Houston Bank & Trust Co.. 
and Carroll Payne Jones. trust officer, 
Trust Company of Georgia. Atlanta. 


SELLING A Trust Prospect 


The second trust departmental of the 
Conference was divided into two forty- 
five minute periods. The first of these 
was devoted to the playing of a record- 
ed interview 
and a prospect, while the second gave 


between a trust solicitor 
opportunity for audience discussion of 
the interview, with Mr. Jones as leader. 

No transcript of this session 
available at press time. 


was 


How To SELEctT, TRAIN, AND Howp 
Trust New Business MEN 


A panel discussion led by Victor Cul- 
lin, vice president, Chicago Title & 
Trust Co., occupied the third trust ses- 
sion and drew upon the experience of 
the seven Loop trust companies which 
compose the Corporate Fiduciaries As- 
Mr. Cullin  ex- 
plained that six years ago they decided 
to pool their efforts for training trust 
developers and thereupon organized the 
Trust Development School at North- 
western University, which now operates 
under the auspices of the Illinois Bank- 
ers Association. This is a three weeks’ 
course conducted in August of each 
year. The panel members were all active 


sociation of Chicago. 





teachers from the School, which has | pects 
trained 130 men in its six years of | is on 
operation. trust 
Mr. Cullin said that trust solicitation John 
required first of all that management | 6°" 
make up its mind whether it wants to | /rust 
sell or not sell. If the president and | Ye 
hoard of directors actually believe that | Petite 
trust promotion is necessary, the next admit 
step is to determine how far the organ- 
calls, 


ization wants to go in a development 
program. He said he was opposed to the Aim 


part-time solicitor, favored at least one | pysins 
full-time solicitor or none at all, and | gaff 
preferred—in a large organization—a opinic 
ratio of three non-lawyers to one lawyer. | dent. 
Salesmen in the trust business are | Chica; 
made and not born, in Mr. Cullin’s | throus 
opinion. Men who are persistent, de- | Assoc’ 
termined and sure of themselves should | of int 
he selected. and in the more advanced | lawye! 
period of their training, management | top fl 
should have a clear idea of the field it | with b 
proposes to enter with greater emphasis | were | 
“wholesale.” which is business ob- | with ; 
tained from lawyers, life underwriters. | genera 
realtors. accountants. insurance brokers Ady 
and banks which are not engaged in Ree 
trust business. or “retail,” meaning ag 
up fin 


millionaires. trust beneficiaries, officers. 


; climats 
customers. directors and employees of 


lomers. di Chapn 

one’s institution, and the same group that th 
of people in other corporations closely fully 
allied. : 
; — other 

Retention of new business solicitors. Young 

a m a ° “mr = 

Mr. Cullin said, is difficult because the perienc 
more successful they became. the more | jg;}, 

opportunities they have elsewhere. More: | ouree 


over, the administrative divisions are compet 


so anxious to get active salesmen into | of the 
administrative positions that the banks | o¢ p,. 
find themselves continually — training : 

‘ The 


more and more men— not objectionable 
if the point can be reached where all 
administrative officers will have been 
trained as trust developers. The trust 
company that sees to it that its trust 
development man_ participates in the 
entertainment of big-wigs. and is in- 


doctrin 
first he 
functio 
accordi 
Vice pr 


Chicage 


cluded among officers and committees of the tr 
both trade and social organizations. charges 
will go farther than the institution what 
which keeps its salesman on a_ lower arises 
echelon. These men should be paid sub- | )°4 do 
stantial salaries. In Chicago there is | "US! ki 

hank, \ 


pretty general agreement that a success: | 
ful trust developer is entitled to a mini- jspend a 
mum salary of $6,000 and for this 
amount should produce $10.000,000 in 


trust business. 


[ine and 
0 lowec 

live, in 
i vestmen 


Why and How of Training ings of 
The failure of advertising media, }™ent ar 
such as television. radio. newspapers. | ‘es wh 


magazines and journals, to bring pros: } the time 


* 


TRUSTS AND ESTATES} Decemy 


lias 


on 
ant 


nd 


lat 


in- 


er. 


are 
n’s 
de- 
ald 
‘ed 
ent 
| it 
Sis 
( »b- 
rs. 
ers 

in 
ing 
Ts. 

of 
up 
el Vv 


Ts. 
the 
ore 
re- 
are 
nto 
nks 
ing 
ible 

all 
een 
rust 
rust 
the 

in- 
< of 
ons. 
Hon 
wer 
sub- 
> is 
eSS- 
jini- 
this 
) in 


dia. 
ers. 
ros: 


Ne eI 


pects all the way to the point of action 
is one of the reasons for developing 
trust new business men, according to 
John W. Heddens, assistant secretary, 
Continental Illinois National Bank & 
Trust Co., Chicago. Furthermore, people 
move away or change their minds, com- 
petitors are out talking to them, and 
administrative officers just do not find 
time enough to keep up with outside 
calls. he said. 


Among possible sources for trust new 
business men the first one to try is the 
staff of one’s own the 
opinion of John L. Chapman, vice presi- 
dent, City National Bank & Trust Co.. 
Chicago. He reported fair success also 
through application to the local Bar 
Association. This process requires a lot 


institution. in 


of interviewing, he said, but two of the 
lawyers discovered in this manner are 
top flight new business men working 
with him today. Life insurance agencies 
were mentioned as another source, but 
with a warning not to alienate good 
general agent friends. 


Advertising in such publications as 


TRUSTS AND ESTATES sometimes turns 
up fine talent who desire a_ healthier 
climate or better opportunity. Mr. 


Chapman remarked. warning. however. 
that these applications should be care- 
fully be 


other move, 


as there might 
for to 


Young men with five or more years ex- 


screened. 
reasons wanting 
perience in big corporations, particu- 
larly in 


source, 


selling. another 


represent 


Some places to avoid were 
competitor institutions, June graduates 
of the Ivy League colleges and members 


of the local Social Register. 


The most important step in the in- 
doctrination procedure is obtaining a 
first hand knowledge of the diversified 
functions carried on by the institution. 
according to Harve H. Page. second 
vice president, The Northern Trust Co.. 
Chicago. The popular conception is that 
the deducts 
charges and passes on to the beneficiary 
what is left. From this erroneous idea 
arises the frequent question, “What do 


trustee collects income. 


you do to earn your fee?” The solicitor 
must know the answer, and in his own 
bank, Mr. Page said. a new man may 


spend as much as two months “observ- 
ing and participating in the procedures 
followed in the operating, administra- 
live, investment research and trust in- 
Vvestment divisions. He attends the meet- 
ings of the trust advisory. trust invest- 
ment and discretionary committees. He 
sees what is done with securities from 
the time they are received until they are 
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put under custody. He sees the tax, real 
estate and business management divi- 
sions in action.” 


Prior to this important step the new 
man would learn the company’s history 
and its position in business life locally 
and perhaps nationally. He would ac- 
quire at least a conversational acquain- 
tance with the directors and would 
know something of their business con- 
nections and their participation in civic 
or charitable endeavor. He would learn 
the same facts regarding the officers 
of the various departments. He would 
hecome familiar with his trust depart- 
ment’s literature and the different types 
of documents used in trust services, and 
would study technical materials with 
the new business division head and dis- 
cuss practical selling points with trust 
the 


would talk with the heads of new busi- 


representatives. Finally new man 
ness activities in the banking and bond 
departments to learn something of their 


field of service. 


When a new man starts his work, in- 
will 
to do with his success, de- 
Sisler, assistant cash- 
ier. National Bank of Chicago. 
The man should 
oughly understand that what is good for 
the customer is good for the bank. This 
attitude begets honesty, frankness and 


dustry and the “service attitude” 
have most 
clared George F. 
First 
new 


business thor- 


directness. and thus gains the confi- 
dence of the customer. 

The should 
both in regard to the bank 
nessman’s commercial relationship is 
far more valuable to the bank than a 
personal trust account—-and in regard 
Mr. Sisler 
The best estate plan for him may not 


be taken 
for a busi- 


“broad view” 


to the customer, observed. 
be the cheapest. any more than the best 
house or car for him is the cheapest. 
The whole future welfare of his family 
should be considered. Recommendations 
on this basis will stand the test of time 
and gain the good will of the customer, 
his family and his attorney. 

Sisler 


Titles not essential, Mr. 


said. but the company should “elimin- 


are 


ate the ugly and erroneous term ‘solici- 
tor.” The new business man must un- 
derstand that business goes where it is 
best and most persistently invited. He 
should plan the week ahead, and the 
bank should ask weekly 
“spot” reports. All unusual 
things, good or bad, should be promptly 
reported. “Start him off with unimpor- 
lant cases for practice and confidence,” 
Mr. Sisler concluded. “And back him. 
Be liberal for -time off—he must feel 


reports and 


occasional 


right. .... Judge m two years—better 
in five.” 

Other members of the panel were 
William O. Heath, vice president, Harris 
Trust & Savings Bank, Chicago. who 
discussed “outside bank” training, and 
Howard J. Johnson, assistant vice presi- 
dent, American National Bank & Trust 
Co., Chicago, who dealt with the quali- 
fications of a trust new business man. 


Trust-Bar-PusLic RELATIONS 


The inability of the average layman 
to consider what may happen after his 


death, and to think about giving away 
his wealth, is one of the basic difficul- 


(Continued on page 877) 
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iy 4 SY nlegrated Undergraduate 
TRUSTS and ESTATES COURSE 


‘ 
| 
i 
HE factors conditioning the devel- 
opment of courses in Trusts and 
Estates throughout the country have 
been connected with a general shift 
|from doctrinal to functional organiza- 
tion of curricula in recent years. Such 
courses as Trusts, Wills, and Corpora- 
tions may have been originally designed 
to treat functionally integral aspects of 
the lawyer’s work, but if so they were 
hased on a conception of the lawyer 
as primarily an advocate in litigation, 
where doctrinal boundaries are all-im- 
portant. 


This view of the lawyer’s function is 


not nearly as true* in mid-Twentieth- 
Dean 


Langdell’s time, when such courses as 


Century America as it was in 
Property and Public Utilities were being 
integrated from previous organization 
by topics such as Bailments, Innkeepers, 
and Carriers. And with the increasing 
emphasis on office practise as distinct 
from advocacy has come increased at- 
tention to the fact, always true, that the 
tasks of counseling. planning. and draft- 
ing tend to cut across doctrinal bound- 
aries, and often cannot be successfully 
handled within them. To meet the needs 
of training for this type of practise the 
curricular pie has been re-sliced in the 
past create such 
courses as Commercial Law and Busi- 


quarter-century to 


ness Organizations, submerging the old 
subjects of Mortgages. Partnerships, 
and Agency: and new courses in non- 
judicial procedure, such as Administra- 
tive Law and Legislation, have been 
evolved. 


| An aspect of the shift in law school 
| thought toward training for office prac- 
tise has been a great emphasis on so- 
called “skill training” (an obviously 


‘ 
| 
| 
*As one of those directly concerned with the sub- 
ject, I have been asked to summarize the back- 
ground and basis of formulation of Boston Univer- 
sity’s Trusts and Estates program. However, in 
areas where opinions may differ, I have not hesi- 
tated to give my own views, so that the following 
discussion should not be taken as representing the 
unanimous conclusions of our Faculty on every 
Point. 
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Professor of Law, Boston University School of Law 





The author lecturing before a seminar 
on Trusts and Estates 


anomalous term; “craft training” would 
be more accurate). While this tendency 
has sometimes been carried beyond the 
bounds of usefulness, it has largely been 
realistically recognized that craft train- 
ing. or training in techniques, is a pro- 
cess best carried on through laboratory 
that relatively 
small number of students in the higher 
academic brackets are mentally equipped 
to profit from such training nearly so 
well as from doctrinal instruction.’ 


methods. and only a 


A result of this realism in instituting 
technique training has been that such 
courses as Trusts and Estates, approach- 
ed from that point of view, have been 
usually presented as seminars, open only 
to small groups of specially qualified 
students. Boston University has _pre- 
sented such a seminar during the past 
five years: with a first-class man,? from 
an unexcelled practical background, in 
charge, and with very painstaking prep- 
aration of the laboratory materials used 
as the medium of discussion, the course 
has worked out to the Faculty’s entire 
satisfaction, and has been as well re- 
ceived as any course in the curriculum. 
The only drawbacks to such a course 
are, first, the backbreaking work of pre- 
paring the guinea-pig documents and 





1Just as some students are able to profit from 
inductive case or problem discussion, while other, 
poorer students do best in “straight lecture” 
courses, and may even be at a loss elsewhere. 


“Paul B. Sargent of the Boston Bar. 


‘Seattle Public Library 
8 * 


problems used as materials for discus- 
sion, and of conning the products of 
student problem work, and second, the 
small number of students which can be 
accommodated. 


The content of the present Trusts and 
Estates seminar does not differ signifi- 
cantly in scope or objectives from 
others which have been described in 
these pages. The approach to these ob- 
jectives combines the problem assign- 
ment and discussion attack of Mr. 
Trachtman,* and the sample operative 
documents, tossed out for dissection, 
study, and perhaps also emulation, used 
by Mr. Casner in his second-year prop- 
erty course. A tremendous number of 
horrible examples to be avoided, pre- 
sented as homely anecdotes from actual 
practise, serve both as warning buoys 
to guide the future practitioner along 
his correct course, and as leavening for 
class enliven a_ subject 
which can become wearisome in detail. 


sessions. to 


Undergraduate Course in 
New Curriculum 


A curriculum committee was set up 
after the war to study the Boston Uni- 
versity Law School offering and to de- 
termine how, if at all, it should be re- 
vamped (1) to take into account the 
effect of changing laws in a changing 
world, (2) the way best to utilize the 
added opportunities in the four-year 
program which was foreseen, and (3) 
to effect the adjustment from a three- 
year to a four-year or combined pro- 
gram. After nearly four years of work, 
a new curriculum was adopted and put 
into effect with the entering class of 
1950.4 

The post-war curriculum committee 
considered the desirability of securing 
the advantages of the integrated Trusts 
and Estates course in the regular cur- 
riculum, while recognizing that the 
seminar method of ‘presentation would 
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4It was finally determinéd to discontinue the 
S. J. D. program altogether. 
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not be suitable for all students, and that 
doctrinal coverage must be retained, 
especially in view of some relative de- 
emphasis of property subjects to pro- 
vide added time allotted to Public Law 
subjects. The solution finally adopted 
was an eight-semester-hour course in 
Trusts and Estates, running through 
the second year and replacing the 
courses in Trusts, Wills, and Future In- 
terests, with added responsibility for 
coverage of Transfer Taxation. 

During committee deliberations some 
misgivings were expressed as to the 
bulk and difficulty of a course large 
enough to cover all this material. Ad- 
mittedly an amalgam of these subjects. 
all meaty and full of detail in their 
present frameworks, will comprise a 
tremendous informational content; and, 
in a nutshell, the fear was that an ex- 
amination covering such an area would 
be too formidable. The proof of the 
pudding is not yet; the course is still 
on paper, as the new curriculum goes 
gradually into effect. 

However, I feel some optimism even 
as against these expressed doubts. A 
great advantage in elimination of dupli- 
cation. lacunae, and groping cross-refer- 
ence between courses, will largely coun- 
ter the net loss in semester hours previ- 
ously allotted this subject matter; and 
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the further disadvantage that some of 
this material has been elective, resulting 
in blind spots in many students’ cov- 
erage, will disappear as a negative fac- 
tor with the institution of a single, 
standardized, required course. 


The size of the course, and its length, 
are as likely to be advantageous as 
otherwise, for the student is bound to 
gain a feeling of being at home in the 
field after living with it almost daily 
through the entire year. And the exam- 
ination need not be the formidable ob- 
stacle that has been suggested, as dur- 
ing a year course much more progress 
data can be accumulated than in a 
thirty- or even a sixty-hour course, and 
as the teacher is well acquainted with 
the students and their work, including 
interim papers and quizzes, he need not 
use the final examination as the sole. 
once-and-for-all, sudden-death measur. 
ing stick. 

Teaching Materials 

A problem to reckon with is that of 
teaching materials for such a course. 
From a qualitative point of view it is 
hard to equal the casebooks of Leach 
and Scott in Wills, Trusts, and Future 
Interests; but 
added materials of some sort would be 


even with these three, 
needed to cover the assigned responsi- 
bility in taxation. and in the projected 
course one would hope to give some 
attention to estate planning, represented 


Albert 


and to the significance to 


in these casebooks only by J. 
Thomas,” 
the property 
some problems of other doctrinal fields. 


management lawyer of 
such as Corporations and Conflict of 
Laws. A priori. it would seem undesir- 
able. however. to ask students to buy 
four books, even in an eight-hour course. 
and complaint would be compounded 
by the duplication of material which is 
found in the three mentioned. If there 


*‘Mr. Leach’s “‘particular middle-aged client with 
a family and considerable wealth."’ 


J 





were a suitable alternative, it would 
seem preferable. 

The loose-leaf services covering the 
field of the course are excellent in their 
way, and may be very useful in a 
seminar of the type often given. They 
do not offer enough coverage of doc. 
trine, however, for the use of under- 
graduates who get no other instruction 
in the substantive materials of the sub- 
ject. Powell’s casebook on Trusts and 
Estates is now out of print as well 
as out of date, taxwise at least, and also 
places somewhat more emphasis on New 
York materials than one might like in 
teaching a class elsewhere. 

The idea of preparing a casebook 
would seem foolhardy until after the 
new course has been taught once or 
twice. to “shake down” notions as to 
what and how much can and should be 
covered; and it is with a great deal of 
hesitation in any case that one ap- 
proaches the qualitative standard set 
by Leach and Scott in the field. The 
problem is then unresolved; the best 
solution initially seems to be some com- 
promise combination of existing case- 
hooks. geared though they are to the 
old curriculum organization. 

It is difficult to éxpress in a*descrip- 
tion of this sort the feeling of anticipa- 
tion and enthusiasm which attends the 
institution of a project of this kind, 
but every student of the subject will 
appreciate these feelings. even though 
the course pattern is not an entirely 
original one. and even though previous 
experiments, as at Columbia, have been 
discontinued rather than expanded. | 
hope that the retrospect will be as fa- 
vorable as the prospect is. The central 
goal is to arrange the substantive in- 
the “blue- 


doctrination of students in 


ribbon” field. in a manner which will | 


lend itself to the needs of practise in 
that field with the least readjustment 
of thought—an effort to which every 
practitioner will extend his good wishes. 


jj 
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The Lawyer and 


The Community Trust 


T is difficult to conceive of the con- 
| tinued existence of organized society 
in the complete absence of charity. 
Surely, as lawyers, we should be con- 
cerned with the preservation of the 
charitable motive and how it can be 
channeled effectively under changing 
conditions of life and society. 

The Community Trust plan provides 
a way for such channeling of the chari- 
table motive in accordance with the 
continual flux of social and economic 
forces. This public trust is based upon 
the premise that the charitable impulse 
is a persistent manifestation of human 
behavior—quite as persistent as com- 
bativeness or the desire for self-preser- 
vation. Almost certainly, the arts of 
self-preservation cannot be developed or 
practised successfully on a generalized 
basis without recognition of and pres- 
ervation of the charitable motive. 

While designed to serve effectively 
this charitable impulse, the Community 
Trust plan is not self-executing. To 
achieve progress and fruition it requires 
the understanding, interest, conviction 
and, above all, consistent and resource- 
ful effort of responsible citizens but, 
more particularly, the cooperation and 


| support, in all proper and ethical ways. 


of the legal profession. There are a 
number of sound reasons why this pub- 
lic trust should have the interest and 
support of lawyers. 

1. The plan is legally sound. In its 
essentials, it has been adequately tested 
in many jurisdictions. Also, it meets the 
requirements of Federal law concerning 
exemption of gifts from personal income 
tax, corporate income tax and Federal 
estate tax. Recent amendments to the 
Internal Revenue Code (tightening up 
requirements as to reporting resources 
of private foundations and so-called 
family or personal charitable trusts and 
use of resources and income of such 
trusts) only serve to strengthen and 
reaffirm the soundness and propriety 


—_ 





From an address before members of the Gen- 
esee County Bar Association, Flint, Michigan, in 
connection with the launching of the Flint Public 
Trust, June 4, 1951. 
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Director, The Cleveland Foundation 


of these community foundations. Most 
of these foundations, it might be stated, 
are patterned very closely upon the 
Cleveland Foundation which has been 
actively administering funds for chari- 
table purposes since 1919. 

2. The plan serves well the legitimate 
interests of the donor. It allows him to 
designate use of income and/or princi- 
pal if he wants to do so, but it protects 
him reasonably against obsolescence and 
impairment of usefulness of his gift by 
allowing change of use without long or 
costly legal process. It provides the 
donor as well (in so far as can be rea- 
sonably assured in an imperfect and 
fallible world) with a group of sincere, 
knowledgeable and responsible citizens 
to serve his interests so long as his city 
shall exist. 

3. The purposes of the plan are broad 
and inclusive. Flexibility is one of its 
great virtues. 

4. The plan is reasonable in its cost 
of operation. Evidence over a long pe- 
riod of years confirms this. The possi- 
bility of commingling gifts for invest- 
ment makes for efficiency and economy. 

5. The plan is in no sense competi- 
tive with the community chest, since it 
does not impair the community’s sense 
of responsibility for meeting its current 
health and welfare needs. Nor is it com- 
petitive with other fund-raising for 
private institutions of educational and 
charitable character, since donors can 
aid such by designated gifts to the pub- 
lic trust. Even funds for building or 
capital account purposes can be accumu- 
lated through the public trust. 


6. Finally, a prospective donor can 
accomplish through the public trust all 
that he could do through a “family” 
foundation—and probably do it better, 
at least in the long run. He may set up 
any memorial he chooses with all rea- 
sonable assurance that the gift will re- 
main useful to his community for as 
long as the community endures. 

Two groups of individuals are of 
more importance to the acceptance and 
growth of a Community Trust than any 


others except the trustee board itself 
and, of course, the donors. These are 
(1) lawyers, and (2) trust officers of 
participating banks. These stand by the 
stream of wealth and by virtue of the 
services they are equipped to render, 
they can properly guide the direction 
of that stream and the areas which it 
is to benefit. The transfer of title to 
wealth or important changes in its use, 
by testamentary means or living trusts, 
cannot generally be accomplished with- 
out the services of lawyers. The lawyer 
thus stands in a unique position in re- 
gard to the disposition and use of 
wealth, realizing always that his role is 
that of counselor. 

Often it has been easier for an indi- 
vidual to acquire wealth than to use or 
direct its use wisely—especially into the 
future. A Community Trust makes the 
matter much easier. Assuredly a man 
should make proper provision for his 
family, his church, his beloved alma 
mater and, if he chooses, the worthy 
poor of Tasmania or for those who sit 
in darkness in distant lands. But some- 
where in the picture should be the Com- 
munity Trust. At the very least its cause 
should have a hearing. and this the 
lawyer or trust officer can provide in 
his role as advisor. 

We have in Cleveland in connection 
with our Foundation the standard bit 
of advice—“Everyone should make a 
will and the Cleveland Foundation 
should be in every will if only as a 
contingent beneficiary.” 

There are ninety Community Trusts 
in the larger cities and some small cities 
of the United States and Canada. Others 
are being established. A complete list, 
with literature descriptive of their or- 
ganization and activities, is available 
from the National Committee on Foun- 
dations and Trusts for Community Wel- 
fare, 10 South La Salle Street, Chicago 
3, Illinois. The local foundations will 
be glad to furnish additional informa- 
tion. 

This community enterprise deserves 
the interest and support of every mem- 
ber of the legal profession. 
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DANGER! RESTRICTIONS AHEAD 


BENEFICIARIES AND OUT-OF-STATE TRUSTEES PENALIZED 


JOSEPH W. WHITE 


Vice President, Mercantile Trust Company, St. Louis and 


President of Trust Division, 


WO serious problems demand our 

careful study and consideration. 
The first is the unsatisfactory and 
troublesome situation caused by certain 
states erecting barriers prohibiting out- 
of-state trust institutions from acting as 
executor, administrator, guardian and 
trustee within their borders. A bitter 
struggle developed on this subject last 
Spring involving Illinois, Missouri and 
Kansas. 

It all arose over a new subdivision 
when many wealthy residents of Kansas 
City, Missouri, moved into this (new) 
highly restricted residential section 
known as the “Country Club” district, 
across the state line in Johnson County, 
Kansas. They continued their businesses 
in Missouri, kept their securities in safe 
deposit boxes in Kansas City, Missouri 
banks, where they carried their bank 
accounts. Naturally, they wished to 
name their Missouri banks as executor 
and trustee and have their Missouri 
lawyers handle the legal estate work. 
However, under Kansas law, an out-of- 
state bank cannot act as executor and 
trustee in Kansas, nor can an out-of- 
state lawyer represent an executor or 
trustee in Kansas without also employ- 
ing a Kansas lawyer. 

As a result of this situation, a group 
of interested persons in Kansas City, 
Missouri, had a bill introduced in the 
Missouri Legislature, known as Senate 
Bill No. 63, which permitted ancillary 
administration in Missouri on intangi- 
bles of non-residents, under certain con- 
ditions. One of these conditions is that 
administration might be granted in 
Missouri, upon a showing to the court 
by any legatee or by the executor named 
in the will of the deceased non-resident, 
that a legacy was left outright or in 
trust to a natural person residing in 
Missouri, or to a corporation, includ- 
ing a National or State bank, or a trust 
company having its principal place of 
business in Missouri. On final settle- 


From address before Mid-Continent Trust Con- 
ference, Nov. 8, 1951. 
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ment of the estate in Missouri these 
intangibles could be distributed to the 
Missouri trust institution as trustee, and 
the property in Missouri would never 
reach Kansas, the real domicile of the 
deceased. 

The Missouri Bar Association actively 
supported the measure and it finally 
passed both houses of the Legislature. 
over the protest of the large trust insti- 
tutions of St. Louis and Kansas City. 
We were against the bill because among 
other reasons we felt that it was a type 
of legislation that would cause retalia- 
tion by bordering states. 
As expected, Kansas violently op- 
posed the bill. Illinois likewise became 
disturbed, feeling that its residents 
would be induced to their 
tangible property into Missouri, so that 
Missouri trust institutions could admin- 
ister on it. This resulted in a bill being 
introduced in the Illinois Legislature 
which would prohibit any out-of-state 
corporation from qualifying to do busi- 
ness in The bill was changed 
later by an submitted by 
the Corporate Fiduciaries Association of 
Chicago which would have made Illinois 
a reciprocal state. This certainly would 
be a fair solution of the problem. The 
bill, was defeated in the Leg- 
islature. 


move in- 


Illinois. 
amendment 


however. 


Illinois has permitted non-resident 
trust institutions to qualify in Illinois 
and to administer on estates of residents 
of Illinois, as well as on estates of resi- 
dents of the state of incorporation of 
the out-of-state corporation, when such 
non-residents died owning property in 
trust that Illinois 
fair 


Illinois. I sincerely 
will not change her 


law on this subject. 


present very 


Despite our protests and arguments, 
the Governor signed Senate Bill 63 and 
it is now the law in Missouri. 


A National Question 


All of this turmoil, recrimination and 
bitterness among three great states was 
brought about because of a purely local 


American Bankers Association 


situation in a very small section of 
Kansas City. | hope, however, that it 
may serve to focus national attention 
on the absolute necessity of our doing 
something to correct a condition which, 
seemingly, grows worse with the pass. 
ing years. 


Apparently, those seeking restrictive 
legislation of this kind in the various 
states lose sight of the fact that their 
ids alone are not to be consid- 
that they 
Iness of the statement of policy 


sel fis baw 







must not overlook 


enu d by the Executive Committee 
of th ‘ust Division of the American 
Bankers’ Association in 1940: “The 


right of any person to select as his ex- 
ecutor or trustee or trust 
institution wherever situated should be 


any person 
regarded as inherent and should be 
protected and preserved.” 


States may build up barriers to keep 
non-resident trust institutions from act- 
ing. but that will not stop individuals 
from trust of their 
For example: Many of 
who moved 


using institutions 


own selection. 
the 


into 


people from Missouri 


the section of 
Kansas are creating trusts in Missouri 
while they are still alive, transferring 
title to their wealth to trustees in Mis- 
souri, and providing for the continu 
ance of the trusts for their beneficiaries 
after their deaths. The property in these 
trusts never leaves Missouri and Kansas 
is the loser in many ways. 


Johnson County 


A number of wealthy people have 
moved back to Missouri from Kansas 
because of the chaotic situation. How 
much better it would be for both states 
if some sort of reciprocal arrangement | 
could be worked out. It must be clear.| 
therefore, that retaliatory legislation of | 
this kind really defeats its own purpose 

In April 1944, Gilbert T. see 
published a study entitled “Rights of 
Out of State Trust Institutions,” in} j 
which he pointed out the lack of uni 
formity in state laws affecting the rights 
of out-of-state trust institutions to cross? 
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state borders in order to act as fiduciary 
for property located in another state, 
belonging to the estate of a resident of 
the state in which the trust institution 
is incorporated. Some states draw a dis- 
tinction between the right of out-of-state 
trust institutions to serve residents and 
their right to serve non-residents. Other 
states have no law or court decisions, 
and succeeding Attorney Generals often 
have given conflicting opinions. 


Some thirteen states permit trust in- 
stitutions to qualify as foreign corpo- 
rations to do business there but each 
state fixes its own requirements and 
some of the requirements are so burden- 
some and expensive it is almost impos- 
sible to comply with them. 


There are some ten reciprocal states. 
Again, their statutes are not uniform. 
For example: Gilbert Stephenson points 
out that New York limits its reciprocity 
to executors and trustees under wills, 
although Pennsylvania extends it to 
guardians. He argues, and soundly, that 
a New York trust institution probably 
could not qualify as guardian in Penn- 
svylvania. 


This unfortunate condition cannot be 
permitted to go on. At the earliest pos- 
sible date I plan to submit the problem 
to the appropriate committee of the 
Trust Division, to study and come for- 
ward with a well considered recommen- 
dation to our Executive Committee. Per- 
haps we should request the American 
Bar Association to name a committee 
to work with ours, 


Perhaps reciprocity is the answer, 
with a carefully prepared uniform stat- 
ute. Such a measure was prepared by 
our Fiduciary Legislation Committee 
and approved by the Executive Commit- 
tee in 1946, but no state has passed the 
act. 

Something must be initiated at the 
national level. However. when the re- 
quired legislation reaches the individual 
states for enactment. then we must have 
‘he wholehearted, active and united 
support of all trust institutions in each 
state so that the respective legislatures 
will have the measures presented to 


To ignore this critical situation will 
seriously injure our business. But aside 
from that, we must bear in mind that 
our customers have the right to name 
a person or corporation of their choos- 
ing as their executor or trustee, with- 
out being restricted in this right by 
state boundaries. We owe an obligation 
to preserve that right for them. 


: 
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PLIGHT OF THE BENEFICIARY 


The combination of increased prices 
and taxes and the drop in fixed income 
yield has resulted in very great hard- 
ships for many of our trust beneficiar- 
ies. It has reduced their standard of 
living to a scale much lower than con- 
templated when the trust instruments 
were drafted, even under liberal invest- 
ment powers. 

How many such beneficiaries are in 
these straits today we don’t know, but 
the number is considerable. In New 
York State alone, 16 banks represented 
by the Trust Investment Study Commit- 





tee of the New York State Bankers As- 
sociation reported that in 1949 they had 
more than 6,000 trusts with restrictive 
investment powers and that the value of 
these trusts amounted to 800-Million 
dollars. 

In many cases the hardships created 
by these restrictive investment provi- 
sions are tragic. These provisions re- 
mind me of the dead hand of the en- 
gineer at the throttle of an engine — a 
dead hand which cannot act when the 
signals change. 

It is our responsibility to do our 
utmost to relieve these hardships, but 


oF THE PUBLIC 
BY THE PUBLIC 
FOR THE PUBLIC 


— 


/ 
~~ 


In a free economy such as ours, every product and 
every service has its own logical market. 


If you need gasoline for your automobile, a gas 


station is your market. 


If you want food, you go to a grocery store. 


Wall Street is simply the market for the business 
which needs capital to improve its products or 
better its service to the public. 


It is a logical, useful, necessary market—for here 
business finds not only the people who will benefit 
from its productivity, but people who are seeking 
gainful employment for their commodity—Capital. 


Thus the best interests of both are served. 


And because it is a market of the public, by the 
public, and for the public, it serves the underlying 
principle upon which our economy is based-—the 
ultimate good of ail. 


R. W. Pressprich & Co. 


48 Wall Street 
NEW YORK 5 


201 Devonshire Street 
BOSTON 10 


Members New York Stock Exchange 
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it is also good business. Thousands of 
trust beneficiaries in distress do not 
make good advertising. 


To see this problem in perspective, 
let us look at a few actual cases: 


CASE A: Shortly after World War I, 
a father created an irrevocable living 
trust of medium size for his young 
daughter, consisting entirely of United 
States Government Bonds. The instru- 
ment restricted investments to Bonds 
of the United States Government yield- 
ing if possible an income return of not 
less than 4% per annum, or to bonds 
of any state or city of the United States 
—‘having regard at all times to the 
safety of the principal of the fund 
rather than to a large income yield.” 


In accordance with this provision, 
the fund has at all times been invested 
in U. S. Government and Municipal 
Bonds. An analysis of this estate since 
1934 shows that its value has been main- 
tained almost constant. But the income 
is another story. From 1934 to 1936, 
it increased 13%. Then, because of the 
low return on Government and Munici- 
pal Bonds it fell 9% between 1936 and 
1939. and 37% more between 1939 and 
1951. 

CASE B: The creator of a life insur- 
ance trust left a widow, and four chil- 
dren all under 10 years of age. In keep- 
ing with his wishes, the fund of some 
$60.000 was invested in United States 
Governments, Municipals, and _ First 
Mortgages secured by real estate. To 
provide the maximum income, the ma- 
jor share was invested in first mort- 
gages (from 63% in 1941 to 98% in 
1951). 

This investment policy resulted in an 
annual income of $3,462 in 1934. With 
the changes in economic conditions, the 
income decreased gradually to $2,231 
by 1951—a drop of 36%, in spite of 
every effort to provide maximum in- 
come within the limitations. 

The family suffered this drastic re- 
duction in income when the purchasing 
power of the dollar had been going 
down. The children are now grown, so 
the widow will pay an income tax next 
year of $288 and have a net spendable 
income of $1,943. These dollars, how- 
ever, as measured by the Consumers 
Price Index, have dropped 48% in 
value since 1934. This widow, whose 
only source of income now is this trust, 
was living on perhaps a $12.000 a year 
scale while her husband was alive. 

CASE C: By comparison consider a 
case where the will stipulates investment 
powers without any restrictions. With 
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TYPES OF LIFE POLICIES 
OWNED BY JU. S. FAMILIES 
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the trust fund invested in United States 
and Corporation Bonds, and Preferred 
and Common Stocks, as our economy 
went through the war and postwar in- 
flationary periods, a major portion of 
the fund was shifted from Bonds to 
Stocks. This year, 45 was in Bonds, 
11% in Preferred Stocks and 44% in 
Common Stocks. 


The income of this trust increased 
until in 1950 it was 36% greater than 
in 1943. During this period. the yield 
rose from 3.1% to 4.1%—a gain of 
32°>—and the value of the estate in- 
creased 18%. 

CASE D: In another instance, broad 
investment powers made it possible 
to increase the income 58%, the yield 
35% and the market value 19% be- 
tween 1939 and 1951. This year, 56% 
of the fund was in common stocks and 
they produced 72% of the total income. 


Common Stocks With Caution 


In this present inflationary cycle, the 
record of Common Stocks seems mar- 
velous. When deflation sets in, however, 
the contrary may be true. In the early 
thirties, many blue chip stocks were 
selling at very low prices: General Mo- 
tors, now around 50, sold as low as 3% 
in 1932, General Electric as little as 
844, compared to $56 today. The divi- 
dend record tells the same story. Gen- 
eral Motors in 1950 paid $6.00 per 
share, compared to 62'c per share in 
1932. General Electric paid $3.80 in 
1950, as compared to 85c in 1932. 
Therefore, with broad powers of invest- 
ment we must exercise ceaseless vigil- 
ence as we pass from cycle to cycle. 


Now, how do these beneficiaries fare 
by comparison with the general public? 


For the nation as a whole, personal in- 
come before taxes increased 236% be- 
tween 1939 and the first quarter of 
1951. Let’s take a single group—factory 
workers: between 1939 and the first 7 
months of 1951, factory payrolls in. 
creased 330%. Of course, factory work- 
ers constitute one of the major groups 
which fared best in this inflationary 
period. But their prosperity contributed 
to the increase in the cost of living. 
which, measured by the Consumers’ 
Price Index of the Bureau of Labor 
Statistics, rose 86% since 1939. 

An important part of the cost of 
living, not included in the price index, 
consists of taxes. In this period, the 
dollar amounts paid by individuals in. 
creased one thousand per cent. 

With taxes 10 times as high as in 
1939, with living costs up almost 90%, 
the burden is particularly heavy on 
widows dependent on small incomes and 
with no means of augmenting them. 
When I speak of widows, | am referring 
to that large segment of our popula- 
tion covered in the 1950 census as wi- 
dows or divorced women in the United 
States, numbering 8,030,000 (an_ in- 
crease of 2314 over 1940) and rep- 
resenting 14°% of all the women in the 
United States fourteen years of age and 
over. 

A large percentage of these unfortu- 
nate citizens are our beneficiaries. Just 
what can the trust institutions of the 
country do to alleviate their condition? 


We should continue the efforts we 
have been making for many years to 
convince trustors of the wisdom and 
necessity of giving Trustees broad in- 
vestment powers, particularly when 
trusts are being created to run for long 
periods for the purpose of avoiding the 
second death tax. 


We should continue to impress the 
importance of making trust instruments 
elastic, so that principal may be used 
for the relief of the primary benefici- 
aries in the event of sickness or misfor- 
tune or because of distress brought 
about by economic conditions. The 
Trustee should be given absolute dis- 
cretion in the use of principal. A trust 
officer faces no more depressing duty 
than that of being compelled to tell a 
beneficiary that no portion of the prin- 
cipal can be used to pay for a major 
operation or a serious illness, because 
the trust instrument does not permit en- 
croachment on principal. This is partic- 
ularly disheartening when the trust off- 
cer realizes that on the death of the 
first beneficiary the principal may pass 
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to remote heirs in whom the trustor 
had no particular interest. 


[ am sure that if we continue our 
cooperation with the attorneys in our 
communities these two important pro- 
visions in trust instruments will be well 
taken care of in the future. For a num- 
ber of years Gilbert Stephenson lectured 
at various law schools throughout the 
country on the need for complete and 
modern trust instruments. This excel- 
lent work should be continued. 


Where serious ¢mergencies arise or 
a widow or other beneficiary is in dire 
need, and provisions of the trust instru- 
ment do not expressly authorize the use 
of principal, it might be advisable to 
consult with the attorney for the trust 
and ascertain whether he would recom- 
mend filing of a suit in court asking au- 
thority to supplement income by the 
use of principal. 

In New Hampshire, a court did just 
this. Petition of Wolcott (1948) 95 N.H. 
23. 56 A (2d) 641, 1 A.L.R. (2d) 
1323.) In this case a testator left his 
property in trust to pay the income to 
his widow and upon her death to di- 
vide the principal among his _ issue. 
When the widow. advanced in years, 
became ill, her medical and nursing ex- 
penses made the income insufficient for 
her support. The trustee was permitted 
to invade the principal, the court hold- 
ing that the will showed an intent on 
the part of the testator to provide for 
his widow, even though this intent was 
merely inferred and not expressly stated 
in the will. | feel that courts will do 
everything possible to provide relief 
when primary beneficiaries are suffering 
hardships because of restrictive provi- 
sions. 

By investing the assets of small trusts 
in a common trust fund it is possible to 
increase the income of these trusts 
whereas we would hesitate to invest 
small trusts in common stocks because 
we could not obtain the wide diversifica- 
tion available in a common trust fund. 

Through trust advertising a great 
deal of educational work can be done 
to secure more elastic trust instruments, 
to eliminate restrictive provisions and 
permit use of principal in emergencies. 
Stressing these fundamentals again and 
again will be much more beneficial than 
a lot of complicated tax savings illustra- 
tions and estate planning suggestions. 
all so technical that very few prospects 
can understand them. 


Stepping from a higher to a lower 
level of living is a most difficult and 
painful experience and trust officers 
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should be willing to assist beneficiaries 
in arranging budget plans. For example, 
some beneficiaries may be guided into 
activities which produce income. Often- 
times, a part time position will help 
and jobs of this kind are available in 
this era of manpower shortage. Practi- 
cal advice can be given on methods of 
purchasing wisely and effectively on a 
limited income. Frequently, better con- 
trol of expenses can be accomplished 
by moving to a lower cost neighbor- 
hood, or even to a community where 
price levels are lower. 

We should continue our efforts to 
secure tax relief for those of our bene- 


ficiaries who are dependent on sraall 
incomes. Under the 1951 Revenue Act, 
a new provision gives to single persons 
under certain conditions the right to 
the status of head of a family. However, 
no relief was given to single persons 
who cannot establish the status of head 
of a family, and there are many poor 
widows in this position. 

Surely, the trust institutions of the 
country, with no selfish motive involved, 
could do much to influence public opin- 
ion to bring about tax relief to these 
individuals who need it so badly and 
who have been totally neglected in the 
recent Revenue Act. 


What about Common Stocks ? 


RADITIONALLY, of course, they’ve held little charm 


for trustees . 


. . have been carefully side-stepped 


by responsible people chiefly concerned with con- 


servation. 


And conservation at one time was relatively simple 


dollars through the lifetime of a trust. 

But that time isn’t now! 

Too many trustees today, are caught between sepa- 
rate responsibilities to donor, remainderman, and 
beneficiary on one hand.. 
and increased living costs on the other. 


... merely consisted of preserving a fixed number of 
True, it’s still a matter of conservation—and should 


be! 


power—and how—presents a very real problem. 
That's why the senior analyst and consultant in our 
Research Department made that problem the subject 
} 


of a recent study. . 
ticular interest for you. 


. higher taxes, less income, 


But whether to preserve principal or purchasing 


. why we think it may have a par- 


In it, he raises the whole question of common stocks 
... points out both opportunities and pitfalls .. . care- 
fully grades individual industries—and gives you de- 
tails on actual cases. He reminds you again of a chang- 
ing world, that new tactics are called for—and that 
common stocks, judicially used, might help. 

Ye think you'll find it a helpful report on your 
problems, one that contains any number of good, 
sound, common-sense suggestions on what to do about 
them.* 

If you'd like a copy, just ask. There’s no charge, 
naturally. Just address— 

Department O-J 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


Underwriters and Distributors of Investment Securities 
Brokers in Securities and Commodities 
70 PINE STREET NEW YORK 5, N. Y. 
Offices in 98 Cities 
*If you'd like a leaflet outlining some of the services we offer 
banks and trustees—just say so. We'll be happy to mail that, too. 
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OPPORTUNITY AHEAD 


Y dedicating himself to the manage- 
B ment and preservation of the fi- 
nnacial possessions of individuals, the 
trust banker more and more becomes 
a vital factor in our nation’s future well 
being. Therefore, we shall consider here 
such important problems as: 

1. The need for expanding the use of 


trust potential 
market. 


services in a_ huge 


~ 


2. Recognition of important changes in 
our market and the need for a greater 
use of mass marketing. 

3. Realization that banks have barely 

scratched the of a market 

which they should serve in the best 
interest of our national future. 


surface 


4. The need for an effective educational 
and sales program, which will moti- 
vate this market into trust results. 


5. Adopting a few of the fundamental 
practices of mass marketing, produc- 
tion and control 
characterized the 
can industry. 


have 
A meri- 


cost which 


growth of 


Huge Trust Market Exists 


The view has been repeatedly ex- 
pressed by experienced trustmen that 
the undeveloped market for our ser- 
vices is huge. For example, surveys 
indicate that in most trust banks the 
bulk of the business is the settling of 
estates. Deaths in this country are cur- 
rently in excess of 1,400,000 a year. 
Of those who leave property, only about 
half leave a will. The half which doesn’t 
presents a big potential market for wills. 
The majority of the estates without wills 
are in the smaller categories. 

The real market for wills is in the 
group of people 30 years of age or 
older. The 1950 census shows 82.000,- 
000 of these people. If only one-fifth of 
them have sufficient property at the time 
of their death to interest trust institu- 
tions, they would constitute a potential 
market of 16,000,000 for wills. It would 
mean a national average potential of 
more than 5,300 wills per department. 





From address before Mid-Continent Trust Con- 
ference, Nov. 9, 1951. 
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GALE F. JOHNSTON 


PresidentgMercantile Trust Company, St. Louis 


Another big potential market exists 
for living trusts and trusts under will. 
Many property owners lack one or more 
of the capacities required for the effici- 
ent management of properties. A trust, 
efficiently administered, would give 
these people greater security and in- 
come, 

From a practical point of view, the 
size of the potential market for all trust 
services is dependent on the policies of 
individual banks governing the solici- 
tation of trust business and its accept- 
ance. A well organized program for 
soliciting trust business means a larger 
potential market than where the bank 
waits for business to come in. The size 
and kind of business which a bank will 
accept also determine how large its po- 
tential market is. 


It seems likely that in the future 
greater attention will be given to small 
and medium sized estates, to people who 
live in the country. and to people in the 
younger age brackets. To handle these 
reduced estates at a profit is a problem. 
It can be done. The life insurance com- 
panies write policies for premiums as 
low as five cents a week. They solved 
the cost problem and today serve over 
half the population. We can take a 
lesson from the life insurance business. 


Several years ago we conducted an 
advertising campaign with the im- 
pressive slogan, “If you have $5,000, 
you have an estate problem.” It was 
effective, but like all campaigns needs 
constant reviving and to some extent 
more personal motivation than time and 
facilities have thus far permitted. 


Our trust institutions should start cul- 
tivating people at younger ages and 
helping them to build their estates. By 
staying with them through their busi- 
ness careers, we would be in a much 
better position to handle their estates. 
Its development may tap a market of 
considerable proportions and change 
the present character of the trust busi- 
ness. 


Considerable property is in the names 
of women and they influence an addi- 
tional substantial amount. Here is a 
market which could be cultivated more 
intensively. 

Nearly every doctor is prosperous to- 
day and, as far as one can see, needs 
an agency account, as well as other 
trust services. 


There are some 100,000,000 persons 
who have bank accounts. Half of them 
are savings accounts. Many are pros- 
pects for trust services, They know the 
bank, but need trust department educa- 
tion. 


The discovery of new markets has 
been one of the factors contributing to 
the growth of America. And the dis- 
covery and development of new mar- 
kets for trust services may well result 
in further substantial growth of the 
trust business. 


Changes in Market 


Significant changes are taking place 
in this market. They affect the market 
for trust services. Several of these 
affect the size of the market. One of the 
outstanding changes is the dramatic 
reversal in the national birth rate. This 
reversal produced a bumper crop of 
32 million babies during the decade 
1940-1949, or 7 million more babies 
than during the previous decade. This 
means a substantial increase in the size 
of the national market, more people 
to produce wealth, more trust prospects, 
and more trust beneficiaries. 


Our population reached 153 million 
this year, 30 years ahead of expert fore- 
casts made in 1938. Current forecasts 
indicate that the population will con- 
tinue to grow during most of the cen- 
tury. 

The spurt in the birth rate is coupled 
with a declining death rate. From 1900 
to 1949, the death rate for the death 
registration states dropped 44 per cent 
to 9.7 deaths per 1,000 population. This 
means that the life span has been length- 
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ened—20 years in the past 50 years. It 
means that trust beneficiaries live 
longer, that trust business remains on 
the books for a greater length of time. 
- This trend emphasizes the desirability 
of using the “pay as you go” system 
of compensating trustees. 

Today people of 65 years or more 
account for more than half of the deaths. 
Only 22 per cent of the people dying 
in 1900 were 65 years and over. To us 
it means that people have more time to 
accumulate an estate and hence offer a 
much larger trust market, both in num- 
ber of people and in dollar value of 
their estates to be settled. 


There has also been a revolution of 
substantial proportions taking place in 
the distribution of personal incomes. It 
is in the direction of leveling incomes. 


The National Bureau of Economic 
Research 1951 report cites a special in- 
come study which shows that the top 
5 per cent of income recipients in the 
United States received 34 per cent of 
the nation’s disposable personal income 
in 1929, but only 18 per cent in 1946. 
This is a drop of 47 per cent in seven- 
teen years. The leveling process is more 
strikingly demonstrated by taking the 
top one per cent of income recipients. 
Their share of income was 19.1 per cent 
in 1929 and 7.7 per cent in 1946. The 
Bureau comments we have traveled since 
1929 on the basis of this yardstick al- 
most two-thirds of the distance towards 
absolute income equality. 


From 1929 to 1946, the average per 
capita disposable income of our popu- 
lation rose from $690 to $1,166. But 
the average per capita disposable in- 
come of the top one per cent of the 
population fell from.$13,168 to $8,994. 
So while the average person enjoyed 
a 69 per cent increase in income, those 
in the top one per cent group suffered 
a 32 per cent reduction. 

This drastic drop in both proportion- 
ate share and actual income of the 
country’s top group has made it difh- 
cult to accumulate huge estates like 
those of prior years. And gift and in- 
heritance taxes have made it more diffi- 
cult to hold large estates intact after 
death. So the prospect is that we shall 
have to deal with smaller estates and 
a larger number of them. To handle 
these, we shall have to gear our trust 
organizations on more of a mass basis. 
The common trust fund offers one pos- 
sibility for a mass operation. 

The great depression of 1929 turned 
the thoughts of our people to security 
and the future. This trend in national 
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thinking has caused a greater propor- 
tion of our people to store up wealth 
for the future. Witness the record 
growth in life insurance, in the hold- 
ings of Series E Bonds, and in home 
ownership. All of these trends have 
greatly enlarged the potential market 
for trust services. 


Surface Barely Scratched 


Statistics on the amount of trust busi- 
ness transacted by banks are pot very 
complete. Fragmentary data indicate 
the following: 


Although the settling of estates con- 
stitutes the bulk of the trust business 
in most banks, the number of estates 
actually handled by banks apparently 
amounts to a very small percentage of 
the wills probated. Gilbert Stephenson 
reported a series of spot checks which 
reveal that banks handled about 5 per 
cent of the number of estates and about 
10 per cent of the volume of property 
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passing through probate. (Studies in 
Trust Business, No. 4, 1951.) A survey 
by Trusts AND ESTATES, reported in 
its June 1950 issue, disclosed that banks 
were appointed as executor for only 7.5 
per cent of the 6,186 wills filed for pro- 
bate in 1949. The survey covers 9 
counties located in 7 states. The per- 
centage of bank appointments ranged 
from one per cent in one county to a 
high of ten per cent in two counties. 
Probate statistics for 1946—1950 in- 
clusive, collected by California banks 
for thé California State Bar Association, 
showed that the bank’s percentage of 
probate business in California was less 
than 6 per cent of probate filings for 
1950. (Trust Bulletin, Sept. °51.) The 
Trust Committee of the Montana Bank- 
ers Association reported that banks 
handled only 11 of the 2,340 estates 
probated in Montana in 1946, or less 
than one-half of one per cent. 


If these fragmentary statistics are at 
all representative of the nation, bankers 


face a potential market of about 95 per 
cent of the wills probated. There is also 
the 50 per cent of the people with prop. 
erty who die without leaving a will. 


Statistics are not readily available to 
show the extent to which banks have 
cultivated the market for the balance 
of trust services. But on the basis of 
all the facts available, we can reasonably 
conclude that banks have barely 
scratched the surface of the market 
for these. 


Less than 4 per cent of the companies 
transacted more than 80 per cent of 
the trust business in 1947. This indi- 
cates either that trust institutions as a 
whole have not made trust services 
easily available to the public or that 
they have not seriously gone after the 
business, or both. The latter view was 
expressed recently by a national bank 
examiner.* And there is evidence that 
some banks are not desirous of culti- 
vating trust business.+ 


The A.B.A.’s Research Department 
has pointed out that in companies where 
the banking and trust departments are 
both well developed, trust assets equal 
or exceed the assets of the banking 
department. The 14,137 commercial 
banks on December 30, 1950 had de- 
posits of $156 billion, according to the 
Comptroller of the Currency. Trusts 
AND EsTaTEs, in June 1950, estimated 
that trust institutions had $51 billion 
in personal trust property. The rough 
measure of comparison cited would in- 
dicate that banks should have two to 
three times this amount. It seems fair to 
say that banks have barely scratched 
the market for trust services. 


Whose Market Is It? 


The evidence points to a genuine need 
for extending high quality trust services 
throughout this nation. There are three 
parties who have a possible interest in 
this—individuals, banks and the gov- 
ernment. 


Individuals now are handling ap- 
proximately 95 per cent of the wills 
probated in the nation, and probably 
an equally high percentage of the es- 
tates without wills. In hundreds of 
cases this is probably the best arrange- 
ment. But there are instances of ineffli- 
ciency and mismanagement. We cannot 
blame these individuals, for usually the 
job was wished on them without regard 





*Francis E. Nugent in TRUSTS AND 
Jan. 1951, p. 38. 


+See survey by Alabama Trust Development 
Commission, reported in July 1948 Trusts AND 
ESTATES, p. 60. 
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to their ability, availability, or interest 
for the particular job. The fact is that 
the job in most cases is much bigger 
than the individual. 


Historically, where there is a basic 
need which is not filled by business, 
the government is practically invited to 
step in and render it. If banks continue 
to neglect the trust needs of the nation, 
the people may turn to the government 
for them. Do we want to see our field 
further delimited—and by our own in- 
action? This is a challenge we cannot 
afford to ignore! 


Perhaps bankers need to get a new 
vision of trust services. Instead of wait- 
ing for trust business to come to us 
or discouraging it, we should take a 
broad look at the potential market in 
the area we serve. We should recognize 
that it is a mass market. We should 
organize to handle it—efficiently and 


profitably! 


If a bank is too small or unequipped 
to give expert trust service, it may work 
out a business arrangement with one 
of the larger banks for the joint hand- 
ling of its trust business. From its client, 
such a bank will receive instructions to 
name a correspondent bank or trust 
company as co-executor and co-trustee. 
We are handling a number of such ac- 


frust 
services 


American National Bank 
and Trust Company of Chicago 


LA SALLE AT WASHINGTON - CHICAGO 90, ILLINOIS 
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counts. It is a very satisfactory arrange- 
ment and lends itself to great expansion 
of our services. This is a fine way of 
strengthening correspondent banking re- 
lationships and of adding to the pres- 
tige of banking as a whole. 


Educational Program Needed 


Trust services are a mystery to many 
people. Worst of all are the misconcep- 
tions about our services and institutions. 
A frequent misconception, for example, 
is that trust services are only for the 
very wealthy. An instance of this is the 
business executive who, a few months 
ago, asked one of our bank officers 
whether $100,000 was large enough to 
interest our trust department. 


Lack of knowledge, meager under- 
standing, and misconceptions mean that 
banks find resistance in selling trust 
services. People do not know more about 
trust services and trust companies be- 
cause: 

1. Many banks lack an educational pro- 


gram. Apparently, many still wait for 
the business to come in. 


2. Much of trust newspaper advertis- 
ing has been ineffective because of 
extremely low readership. The “Con- 
tinuing Study of Readership” by the 
American Newspaper Publishers As- 
sociation shows that specific trust ad- 


vertisements were read by only one 
or two per cent of the men and 
slightly more of the women readers. 
The Advertising Department of the 
A.B.A. analyzed 1,330 bank ads and 
found that 50 per cent were read by 
only 1 per cent or less and 80 per 
cent of the ads had a readership of 
under 5 per cent. 


3. Trust services are intangible; they 
are more difficult to understand and 
to visualize than products. 


4. Trust services involve 
and technical knowledge. 


complicated 


5. Trust services deal largely with the 
future; most people are prone to 
avoid thinking of the future; they 
are particularly averse to thinking of 
their own death and provisions for 
handling it. 


It is clear from these facts that there 
is a vast educational job to be done 
if banks are to make greater headway 
in the trust field. To produce maximum 
value, an educational program in the 
trust field should be planned and con- 
ducted on a continuous basis. The size 
of the job is too big to be accomplished 
by a few doses. It has been amply dem- 
onstrated that people learn one thing at 
a time and simple things first. Hence, 
the information must be broken down 
into small portions and released in 
proper sequence to be effective. 


\\ hen you need a fiduciary in Chicago, American 


National Bank and Trust Company stands ready to 


serve your requirements fully and efficiently. The 


experience and friendly co-operation of our Trust 


officers can help you achieve your purpose, for 


individuals, estates or corporations. You are cordially 


invited to call or write about any of our trust 


department services, or your own particular problem. 


Member Federal Deposit Insurance Corporation 
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An individual should have a will 
early in his adult life, should keep 
it up to date as important changes oc- 
cur, should build and continue building 
his estate, and do other things related 
to the use of our trust services. Our 
educational program should keep him 
thinking about these matters through 
the various phases of his life. 

Continuous education is also de- 
manded by the changes which are con- 
stantly being made in our market, with 
new prospects. And finally, continuous 
education and promotion bring cumula- 
tive results. The constant repetition, the 
everlasting reminder, bring in a larger 










e PREFERRED STOCK — “NEITHER FISH NOR FOWL” 


e AN UNFORTUNATE GENERALIZATION 


e TRUSTEES SHOULD UNDERSTAND AND USE 


PREFERREDS 


and larger number of customers as the 
years roll by. 


On Nationwide Scale 


The job of educating trust prospects 


is a much bigger one than can be 


handled by personal trust representa- 
tives in their day-to-day work. The 
primary job of the personal representa- 
tive is to adapt trust services to the in- 
dividual needs of each prospect. His 
efforts should be backed by a vigorous 
promotional program which’ supplies 
the general information about the ser- 
vices and the bank. Creating general 
recognition of the advantages of broader 


Some preferred stocks are “fishy” and some are a bit “foul” 
but many are sound investments suitable for fiduciary use. 

There is valuable information on this subject in a booklet 
distributed at the Mid-Winter Trust Conference, Pennsylvania 


Bankers Association, Harrisburg, December 2, 


1949. Only the 


prices of certain issues are out of date, the rest is as true now 


as then. 
It contains: 


Industrial Preferred Stocks 


Special Features of 
Preferred Stocks 


Preferred Stock Yields 


Convertible Preferred Stocks 


Standards for High-Grade 
Utility Preferred Stocks 


Robert Coltman, V. P. 
Provident Trust Co. 


Philadelphia 
F. W. Elliott Farr, Asst. V. P. 


Girard Trust Corn Exchange 


Bank, Philadelphia 


T. L. Ralph, V. P. 
Fidelity-Philadelphia Trust Co. 
Philadelphia 


Richard B. Willis, Asst. V. P. 
Land Title Bank & Trust Co. 
Philadelphia 


Franklin J. Griffin, V. P. 
Studley, Shupert & Co. 


This pamphlet will be sent without obligation. Please address 
inquiries to our Philadelphia office. 


SrupLey, Suaurert &« Co. 


Investment Counsel 


712 Provident Trust Building 
Philadelphia 3, Penna. 
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24 Federal Street 
Boston 10, Mass. 


powers, for example, is a general edu- 
cational job. Its success will save much 
time for trust representatives and offi- 
cers. 

The educational program can also be 
used to prepare wives for the transition 


to widowhood and to help us in de. | 


relationships with 


veloping happier 
these beneficiaries. 

The educational job, in fact, is bigger 
than the individual bank. What we need 
is a nationwide program sponsored by 
and paid for through the Trust Divi- 
sion. It would be supplemented by the 
special programs of individual banks, 
In 1919 the Executive Committee of this 
Division authorized a national adver- 
tising campaign to bring to the public’s 
attention the desirability of naming cor- 
porate fiduciaries as protectors and con- 
servers of wealth. This campaign ran 
for five years, with monthly advertise- 
ments in twelve national magazines. A 
whole new generation has appeared 
since then. 


There are worthy precedents for na- 
tional advertising in other fields. The 
life insurance companies have done an 
outstanding job of advertising life in- 
surance to the public through an asso- 
ciation program. Another example of 
industry-wide advertising is the cam- 
paign of the New York Stock Exchange 
to popularize the ownership of stocks. 

Much of man’s troubles are financial. 
Bankers have the solemn responsibility 
to help man with his financial prob- 
lems. Much progress has been made in 
getting people to turn naturally to banks 
for banking services and counsel. We 
need to get them to turn as naturally 
to banks for their trust services. The 
proper use of trust services would do 
much to relieve man’s concern for his 
future and so contribute to his peace of 
mind. 

A nationwide program, therefore. 
could go a long way in developing the 
great trust market and in contributing 
to peace in this world. 


Ask Them to Buy! 


More individuals derive their liveli- 
hood from making sales than in any 
other manner, except agriculture. The 
reason is that Americans, generally 
speaking, do not buy things on their 
own initiative. They are sold things. 

Perhaps the greatest example of the 
power of “asking them to buy” was 
the sale of more than a billion separate 
war bonds to some 90 million Ameri- 
cans. An elaborate poll by a national 
organization was conducted in the early 
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days of the war bond selling. It was 
found that 98 per cent of all people had 
full knowledge of the securities. How- 
ever, only 17 per cent of those who 
bought bonds were motivated by the 
great appeal of advertising and _ patri- 
otic instinct. The balance of 83 per cent 
said they bought bonds when someone 
asked them to buy. There was little or 
no sales resistance. They just waited to 
be asked. After this evidence, the United 
States Treasury began broadening its 
sales force until there were over 6 mil- 
lion war bond salesmen in action. 
Another monument to the power of 
“asking them to buy” is the life insur- 
ance industry and its record of $234 
billion of life insurance in force. Trust 
services, like life insurance, are intangi- 
ble in nature. I submit that we must 
apply the power of “asking them to 
buy” to make the trust business grow. 


Motivation 


Trust prospects are proverbial pro- 
crastinators. Our job is to motivate 
these prospects to act. We must: 

1. Understand each prospect. 

2. Speak his language. 

3. Talk to him in terms of his own de- 
sires, 


4. Give him ideas that will be of benefit 


to him. 
5. Get him to see dramatically situa- 
tions that may arise in the future 


and demonstrate how they can thwart 
his desires and cause his loved ones 
to suffer —if he is caught unprepared. 
6. Single out each of the thoughts and 

emotions which are blocking his aec- 

tion and concentrate on them. 

These are all part of the 
merchandising and salesmanship tech- 
niques which have motivated prospects 
in other fields. The mastery of these 
techniques will enable our bank execu- 
trust 


modern 


trust representatives and 


officers to merchandise trust services to 


tives. 


the public and motivate it to use them. 


The Opportunity Ahead 
When asked to make this talk, I felt 


optimistic about the trust business. By 
the time the information had been col- 
lected. and my remarks organized, | 
hal become enthusiastic. The opportuni- 
ties in the trust field are impressive. We 
are on the threshold of a new era that 
can make the trust business just about 
the most important part of the whole 
banking picture. 

We have the opportunity to render a 
great service to the public. We can pro- 
vide the counsel, the guidance, and 
technical assistance to change the char- 
acter of their later years in life and to 
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influence profoundly the lives of their 
beneficiaries. There is even the possi- 
bility that the fuller development of 
trust services and their uses will have 
a profound effect on our economy—by 
encouraging people further to amass 
resources for future use, by showing 
them how to put their resources to better 
use, even by helping to stabilize indi- 
vidual businesses which become the sub- 
jects of trusts. 


These opportunities are a challenge to 
us to raise our sights and to put forth 
our best effort in develop'ng this busi- 


ness, 


Five Trust Theses Accepted by 
Graduate School of Banking 


Of the 27 Graduate School of Bank- 
ing 195] theses accepted for the librar- 
ies of the American Bankers Association 
and Rutgers University, cooperating 
conductors of the School, five are on 
trust subjects. The total submitted this 
year was 290. The chosen 27 were 
deemed of such excellence as to be- 
come a permanent part of banking and 
trust literature. The subjects of the 
trust theses selected are summarized in 
the Literature section of this issue. 
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ing to Illinois real estate, qualify us to give you and your customers 
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CHICAGO TITLE ano TRUST COMPANY 


111 West Washington Street, Chicago 2, Illinois 


849 








THE TRUST 








SIDE 


of Kank Management 


HAROLD ECKHART 


Vice President, Harris Trust & Savings Bank; Chicago 


OP managements of banks can be 

more helpful than they have been 
in most cases in the development and 
conduct of their trust business, having 
overlooked their trust departments’ po- 
tentialities. . 

The banking business, as we know. 
is of ancient origin, and _ practically 
every person possessing even a few 
dollars has some knowledge of com- 
mercial banking, whereas relatively few 
people have ever had any contact with 
the trust business. Moreover, commer- 
cial banking transactions are not nu- 
merous in type and for the most part are 
rather easily understood. Above all. 
trust business is carried on under a set 
of laws and rules of equity that differ 
greatly from the laws and customs gov- 
erning commercial banking. 


It seems to me that the reason top 
managements of some banks have failed 
to realize the importance and potenti- 
ality of their Trust Departments is that 
they have not taken the time and effort 
to acquaint themselves with its work. 
It isn’t as difficult as many think to ob- 
tain a good working knowledge of the 
trust business. Those managements 
have, I am sure, felt well repaid when 
they have followed up by giving sup- 
port to their Trust Departments some- 
where near comparable to that given 
their Banking Departments. 


Share in Capital Earnings 


In many cases top management and 
people in other departments have failed 
to recognize that the Trust Department*® 
has no source of income except the 
compensation it receives for services 
and in the great majority of banks does 
not have allocated to it any part of the 
earnings or the capital, surplus and 
undivided profits of the bank. 

When the end of the fiscal year ar- 
rives and results are tabulated, there 
is the well-known practice of looking 


From address at Mid-Continent Trust Confer- 
ence, Nov. 9, 1951. 
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only at the number of dollars earned 
by each of the departments, and the 
Trust Department comparatively doesn’t 
show a big total. The situation may be 
likened to comparing two men of 
equal ability, one of whom has no capi- 
tal resources and, whose income there- 
fore, is determined entirely by what he 
can earn by the employment of his tal- 
ents, while the other, has, in addition, 
a substantial amount of capital from 
which he derives income. No one would 
consider it fair to compare the earning 
abilities merely by comparing the re- 
spective incomes. Yet it is common 
practice to compare the value of a 
Banking and a Trust department with- 
out taking into consideration that the 
latter, in a great majority of cases, does 
not have allocated to it any earnings of 
the bank’s capital funds. 

1 have been fortunate to have been 
associated with a bank where the Trust 
Department has received much more 
sympathetic consideration than is the 
case in a majority of banks, but even 
there it was necessary, for many years, 
for the trust men to take a firm posi- 
tion in convincing the top management 
of the unwisdom of saddling undesir- 
able business upon the Trust Depart- 
ment or forcing acceptance of highly 
desirable business at unprofitable rates 
of compensation, and of placing upon 
us an unfair share of overhead. 

The first move to a better understand- 
ing with associates in other departments 
must be made by the trust men because, 
unfortunately, in too few instances has 
top management had the foresight and 
interest really to know the trust business 
and see what makes it tick. This is true 
notwithstanding that the fundamental 
purpose and function of management 
is to know its own institution and to 
explore all reasonable possibilities of 
profitable operation. Therefore; let us 
not be too proud and stand-offish to 
make a definite, vigorous and sustained 
effort to enlist the interest of our man- 
agements. 


Well, how do we go about it? The 
first thing to undertake is a job of self. 
appraisal; a good, strong, critical look 
to see where we have fallen down in 
selling ourselves and our department to 
the people in the other departments and 
it is probably even more important to 
sell ourselves and our Department to the 
rank and file of the other departments 
than to top management, because we 
shall then have some help from these 
departments. 


After taking stock of ourselves, let 
us plan an intelligent and _ interesting 
campaign for calling attention to the 
value of the Trust Department to the 
bank as a whole. 


Salesmanship and a Trust Committee 


If you do not already have one, give 
careful attention to the establishment 
of an active Directors’ Trust Committee 
made up of non-officer Directors with 
one or more of the top management 
officers as members ex-officio. If you 
have such a Committee the setup may 
need revamping. One of the most grati- 
fying and surprising things that ever 
happened in our bank is the way our 
Directors’ Trust Committee has taken 
hold of their assignment. When estab- 
lishment of that Committee was _pro- 
posed several years ago I was doubtful 
that our non-officer Directors would 
have sufficient time or interest to be: 
come familiar enough with trust busi- 
ness to help us solve some of our 
tougher problems. My misgiving proved 
to be without foundation. That Com- 
mittee, in addition to being most help- 
ful, has been an excellent means of 
getting our Directors and top manage: 
ment acquainted with the trust business 
as they never were before. Even though 
there has been a rotation of member: 
ship, the members without exception 
have been deeply interested. One of our 
non-officer Directors, upon retiring from 


our Board several years ago, said thal} 
what he regretted most was leaving the 


Trust Committee. 
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Fair Compensation and Allocations 


The Trust Department carries a sub- 
stantial part of the overhead expenses 
of the entire bank. In some cases that 
part has been disproportionately large 


'where the trust men have not been 


alert to check it and call attention to 
inequitable allocations. 


The “Recommended Cost Accounting 
Procedure for Trust Departments” gave 
very careful thought to the ways in 
which the operating figures of the Trust 
Department could be supplemented to 
give a true picture of results. The Com- 
mittee, of which I was a member, felt 
that the best way to accomplish the de- 
sired results is for the trust men, comp- 
trollers and auditors, consistently and 
at opportune times, to remind top and 
departmental management of the con 
tributions made by the Trust Depart- 
ment, which entitle it to be recognized 
as a major department rather than as 
a stepchild or a poor relation. 


Don’t be afraid to start a campaign 
such as I have suggested. It will not be 
resented; in fact I feel certain you will 
be pleasantly surprised at the respect 
and cooperation you will receive. 

A Winning Team 

The job of putting a Trust Depart- 
ment in the position it should occupy 
hoth in its bank and in the community 
cannot be done by the trust men work- 
ing alone nor by top management only; 
i's a team enterprise. 

Bank management should give their 
trust men credit for knowing their busi- 
ness and not hamper them by pressure 
t» take on undesirable business or to 
accept at less than adequate compensa- 
lion business which of itself is desirable. 

Above all, they should not forget that 
rust men, fundamentally, are no differ- 
ent than the other people in the bank. 


Trust business is much more varied 
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than that of other departments and deal- 
ing entirely with the property and af- 
fairs of others, very properly is car- 
ried on under strict rules and laws. 
Consequently, their necessary caution 
and care is often mistaken by associates 
in other departments as evidence of re- 
luctance to cooperate or as a lack of 
flexibility. From my observations of a 
third of a century, I know that trust 
men are as able, loyal and hard work- 
ing as any people in the bank. 


More Dollars and Sense 


I don’t say these things merely be- 
cause | should like to see trust men and 
their work treated with more considera- 
tion than they have had in many banks, 
but primarily because I know it’s good 
business to build up Trust Departments. 
The way some top managements treat 
their Trust Departments casts an un- 
favorable reflection upon their overall 
job of management. In traveling about 
the country I have in numerous in- 
stances seen Trust Departments housed 
in basements, attics and other out-of- 
the-way places. How can a Trust De- 
partment be expected to function well 
and command the respect of the com- 
munity when the management so ad- 
vertises its lack of regard? 

Isn’t it clearly the duty of manage- 
ment to garner earnings from every rea- 
sonable source and to that end take a 
good look at what can be done by a 
competent Trust Department, adequate- 
ly staffed and encouraged? The trust 
business isn’t fundamentally a poor pro- 
fit enterprise. The primary reasons it 
has, on an overall basis, made poor 
showings are: 





For 


Ancillary Trust Service 


In 


OKLAHOMA 








Roy M. Huff, Vice President and Trust Officer 
NATIONAL BANK OF TULSA 


OFFERING COMPLETE BANKING AND TRUST SERVICES 
Member Federal Deposit Insurance Corporation 





DECEMBER 195] 


(1) Some Trust Departments have 
been set up where there was not suffi- 
cient potential business to obtain the 
volume necessary for profitable oper- 
ation. 

(2) A sound and realistic fee sys- 
tem was not put into effect and main- 
tained. 


(3) There was not an equitable 
allocation of overhead expense. 


(4) There was not adequate at- 
tention and support from top man- 
agement. 


A Trust Department can be profitable 
to a satisfactory degree. I have been a 
part of such a Department for many 
years, and I know of others. Like any 
other business they will not be profit- 
able without the kind of attention 
which any successful operation requires. 

It is self-evident that customers of a 
profitably operated Trust Department 
fare far better than those of an un- 
profitable department. The former is in 
a position to attract a better grade of 
personnel and to spend adequate sums 
for statistical material and other in- 
formation. It follows that their custom- 
ers receive a grade of service superior 
to that furnished by a department op- 
erating on a narrow margin or per- 
haps no margin at all. 
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Small Trust Department Symposium 


INVESTMENT MANAGEMENT 


C. W. ELIASON, JR. 


Trust Officer, Commercial National Bank of Peoria, Illinois 


UR trust assets, acquired either by 

purchase or as originals, now in- 
clude property of nearly every kind. 
About 40% is in bonds, preferred 
stocks, and other fixed-income securi- 
ties, of which governments account for 
about one-half. Another 20% is in real 
property, including farm property. Com- 
mon stocks amount to a little 
than 30°67 of the total. The remaining 
10° is in shares of close corporations 
and family businesses. and in our own 
bank stock. 


more 


Retention of Bank’s Own Shares 


Retention in trusts of stock in the 
trustee bank is a vexing problem which 
tends to be acute in communities of our 
size, where the stock ownership is fre- 
quently concentrated in the hands of a 
few holders who are often associated 
with the active management of the bank. 
These holdings are not always accom- 
panied by adequate documentary au- 
thority to retain them. Holdings of our 
own shares in such circumstances in- 
volves risk for the trustee, but our man- 
agement has refused to liquidate them 
when, as in the 1930's for example, the 
stock was salable only at an unjustifi- 
able sacrifice. Our formal records show 
repeated consideration of this problem. 
Even now, as sale does become possible 
upon reasonable terms, we intend to 
continue being circumspect and to study 
intrinsic and comparative values. 


Investment in Close Corporations 


Our best solution of the problem of 
stock of close corporations and in in- 
terests in family businesses is to solve 
it before it happens. We try by consul- 
tation in advance with testators and 
their attorneys to see that we are given 
the broadest possible discretion to re- 
tain or to sell without liability. We also 
like to explore what may possibly be 
desirable results if a member of the 
family, particularly one active in the 
business, is named to serve with us 
as co-trustee. 


At Mid-Continent Trust Conference. 


DECEMBER 195] 


Investment Counsel 


We have selected some of our people 
because of their investment experience, 
expecting that they would be able to 
acquire a working knowledge of trust 
law from practical experience and from 
attendance at one or another of ‘the 
graduate banking schools. We find, too. 
that people with a background in credit 
find the concepts of securities analysis 
and supervision easy to acquire. 


We use for statistical services one of 
the familiar sets of manuals and the 
usual financial newspapers and periodi- 
cals. Files on all the companies in which 
we hold common stocks contain annual 
and interim financial statements and 
copies of our own analyses and spread 
sheets. 


We employ investment counsel, and 
pay them a sizeable fee, and have done 
so for many years. We do not furnish 
them with copies of the inventory of 
any trust, not even with a list of all 
of the securities held in the department 
as a whole. Only rarely will any partic- 
ular account be discussed with them. 
Instead. our investment counsel fur- 
nishes us with methodical studies of a 
sufficiently broad selection of securities. 
including both stocks and bonds, so that 
we have an ample field of choice. The 
information presented is given with our 
own counsel’s appraisal, interpretation. 
and opinion. We make our own entirely 
independent evaluation, and reach con- 
clusions upon our sole responsibility. 
We treat our counsel as if they consti- 
tuted a well organized research depart- 
ment within our own bank. We study 
their reports of what is happening in 
individual companies, in industries, and 
in the economy generally. We are in- 
formed by these reports, but not dic- 
tated to by them. 


Investment Policies 


We do not take exaggerated or lop- 
sided positions as to the balance which 
we will adopt as between bonds and 
stocks, or as between long and short 
maturity. We will probably always have 


some common stocks, even perhaps 
when we think the price structure may 
be declining. By the same token, we 
will be unlikely to invest any account 
fully in common stocks, even if infla- 
tionary pressures should some time ap- 
pear to us to be overwhelming. 


One of our typical trust accounts 
will now have about 20% in govern- 
ments, 30% in corporation bonds, and 
10% in preferred stocks, all of top 
quality. Seasoned common stocks, at 
current market, will come to about 
40%. Based on cost rather than market. 
the common stock ratio would be more 
nearly 30%. 


In choosing individual securities for 
purchase and retention, we are sticklers 
for the following policies in the choice 
of senior securities as well as stocks. 


1. Investments will be within an ap- 
proved list that will be extensive enough 
to allow reasonable diversification. The 
list of such securities will not, however. 
be allowed to become so long that con- 
scientious supervision 
paired. 


2. Securities purchased will be those 
of large concerns only. Such businesses 
impress us as being intrinsically more 
stable than small enterprises, are less 
subject to management difficulties, and 
are usually better financed. Specialty 
companies will be avoided. On the con- 
trary, purchases will be made only 
where the business is broadly estab- 
lished in the economy, not subject to 
disruption from change in consumer 
tastes, or the appearance of a com- 
peting product. 


becomes im- 


3. On an overall basis, any security 
to be bought, and especially any com- 
mon stock, must impress us as having 
so strong and so promising a position 
that it should be a satisfactory perma- 
nent holding. Our analysis must be fa- 
vorable enough so that we can fairly 
conclude that the security is one that 
we would be willing to retain patiently 
even through a period of relatively poor 
business, reduced earnings. and lower 
stock market prices. 
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UNITED FRUIT COMPANY 


DIVIDEND NO. 210 


A dividend of seventy-five 
cents per share on the capital 
stock of this Company has been 
declared payable January 15, 
1952, to stockholders of record 
December 6, 1951. 


EMERY N. LEONARD 
Secretary and Treasurer 


Boston, Mass., November 19, 1951 





INTERNATIONAL BUSINESS 


MACHINES CORPORATION 
590 Madison Ave., New York 22 


TRADE MARK 


The 147th Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a dividend of $1.00 per share, 
payable December 10, 1951, to stockholders 
of record at the close of business on November 
20, 1951. Transfer books will not be closed. 
Checks prepared on IBM Electric Punched 
Card Accounting Machines will be mailed. 

A. L. WILLIAMS, Vice Pres. & Treasurer 
November 13, 1951 


TRADE MARK 





INTERNATIONAL BUSINESS 


MACHINES CORPORATION 
590 Madison Ave., New York 22 


The Board of Directors of this Corporation has 
this day declared a stock dividend at the rate 
of five shares for each 100 shares held, to be 
issued January 28, 1952, or as soon thereafter 
as practicable, to stockholders of record at the 
close of business on January 4, 1952. Transfer 
books will not be closed. 

A. L. WILLIAMS, Vice Pres. & Treasurer 
November 13, 1951 
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Mining and Manufacturing 
Phosphate @ Potash e Fertilizer @ Chemicals 
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Dividends were declared by the 
Board of Directors on 
Nov. 15, 1951, as follows: 


4% Cumulative Preferred Stock 
39th Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per share. 


$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Forty Cents (40¢) per share. 


Both dividends are payable Dec. 28, 
1951, to stockholders of record at the 
close of business Dec. 14, 1951. 


Checks will be mailed. 


Robert P. Resch 
Vice President and Treasurer 


* 


INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 


General Offices: 20 North Wacker Drive, Chicago 6 
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Mutual Funds 


There is some question as to whether 
the purchase of investment shares is 
proper from a purely legal point of 
view, on the ground that there is a 
delegation of authority. Our disap- 
proval is based on purely investment 
considerations. Chief among these are 
the charges levied in the operation of 
investment trusts.” We made a study of 
leading trusts about a year and a half 
ago and found that the selling commis- 








*Editor’s Note: Selling commissions of open-end 
investment companies are not uniform. Such costs 
of the 45 funds included in the Henry Ansbacher 
Long Index of Mutual Funds published monthly in 
T&E break down as follows: 4 at 8%% of the 
purchase price; 4 at 834%; 4 at 844%; 7 at 8%; 
14 at 744%; 2 at 7%; 1 at 6% %; 2 at 6%; 1 at 2%. 
Two funds seli at asset value plus 1%, all of which 
is received by these funds, and 3 others include 
no commission in their offering price. One mutual 
fund sells over the counter at a premium, but at 
times offers subscription rights to its shareholders 
at asset value. Open-end funds sell at reduced com- 
missions as the size of the purchase increases above 
fixed minima and some companies allow these re- 
ductions to corporate fiduciaries whose total annual 
purchases for several accounts equal these amounts. 
The 10 non-leverage closed-end funds surveyed last 
month (T&E, Nov., p. 774) sell at varying dis 
counts from asset value except the Lehman Corpo- 
ration which currently is priced at a premium 
approximating 314%. 

Acquisition costs and .management fees, of 
course, must be evaluated through comparison of 
the expense of obtaining like benefits elsewhere. 
So, too, general conclusions as to management re- 
sults are inconclusive without an evaluation of the 
diverse investment policies of the investment com- 
panies. There are several types of open-end com- 
mon stock funds. For example, for the twelve 
months ending on Sept. 28, 1951, Massachusetts 
Investors Trust, a fully invested stock fund with 
an average of 9714% of its assets in junior equities 
over the period, showed a return from investment 
income of over 5%. On the other hand, State Street 
Investment Corp., a cyclical stock fund, holding 
an average of 77144 in common stocks, showed a 
return from investment income of only slightly 
above 314%. The latter company recently declared 
a substantial capital gains distribution. 





sion amounted ordinarily to 9% of the 
purchase price. The recurrent charges 
for investment supervision and for out- 
of-pocket expense averaged out in the 
neighborhood of .6 of 1% per year. 


These charges are too large and in- 
volve a duplication of the trustee’s own 
charges. We found, too, that the return 
from the common stock funds had ruled 
substantially less than the return af.- 
forded by investment quality common 
stocks, such as those included in the 
Dow-Jones Industrial Average. Finally, 
when we studied the experience of 
holders over complete market cycles, as 
to principal as well as income, we 
found that we could not reach a genu- 
inely favorable conclusion. 


Caution 


For an unprecedented decade, the 
business and investment climate has 
been extremely indulgent. There is a 
whole generation of business managers 
who hardly know what the word com- 
petition means, and a generation of in- 
vestment managers that does not recall a 
real bear market. We have had an un- 
usually protracted period of just those 
conditions which at once encourage and 
mask weakness and vulnerability. 


American industry and economy gen- 
erally is much less in debt than it was 
in the 1920’s, and there are safety fac- 
tors now we hadn’t then. But, with the 
price structure as toplofty as it is, and 
showing some signs of strain, cautious 
behavior seems attractive. 


COSTS, CHARGES and PROFITS 


ROBERT J. SANER 
Vice President & Trust Officer, Springfield Marine Bank, Springfield, Ill. 


ments never will have cost account- 
ing systems which will compare with 
the larger financial institutions, but 
there is no excuse for not having a 
simple study of costs which any trust- 
man can make himself. Direct 
such as salaries and wages, supplies, 
depreciation and maintenance on furni- 
ture and equipment used, postage and 
others are easily determined and a 
proper share of general overhead costs 
can easily be taken from your expense 
records. This coupled with the most in- 
formal of time studies will give you 


ie many cases, small trust depart- 


costs 


cost figures for your trust operation 
which, even allowing for a reasonable 
margin of error, will be most valuable. 
Much help can be had from pamphlets 
prepared by both the Trust Division of 
the A.B.A. and N.A.B.A.C. 

A self analysis by you and the staff 
of your department may result in the 
elimination of unnecessary work, which 
sometimes is done only because it has 
always been done. Not long ago, the 
question arose of why we were keeping 
a running total of various types of in- 
vestments held in our trust department. 
A careful check revealed that we needed 
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such a breakdown once each year for 
a report. Now a member of our staff 
spends a few hours preparing the figures 
on which a bookkeeper was spending 
over one hundred hours per year. 

How about all of those duplicate 
records, those numerous copies of let- 
ters and entries, those complicated pro- 
cedures that should be simplified so that 
your clerks can handle things faster? 
How about eliminating difficult termin- 
ology so that your new staff members 
can catch on more quickly? In our 
department, we have eliminated debit 
and credit from our terminology—we 
call them increases and decreases; as a 
result our staff knows what it’s talking 
about and so do our customers—a col- 
lection of a dividend increases the in- 
account and the payment of 
money for any purpose decreases a 
cash balance. 


come 


Undoubtedly a major portion of your 
expenses are the salaries and wages paid 
to your staff. Do they produce a volume 
of quality work which justifies the large 
percentage which they add to your 
costs? Do you select them with due re- 
gard for their ability to do their partic- 
ular job—help them learn the job and 
give them opportunity to develop and 
improve after they are on the job? 
The investment 
stance, should be conducted on such a 


department, for in- 


basis as to produce quality trust service 
at a reasonable cost. Here it might be 
important to spend more money to get 
a quality job done and to protect your 
department from future losses which 
add into the cost side of your operation. 


Raising Fees 


Let us not place general fee increases 
in effect until all 
good business operation have been ex- 


other resources of 
hausted. Trust departments should not 
establish charges which will be so high 
as to lose sight of the real value of 
quality service to the public. Let us not 
from the 


in any detract great 


strides we have made in our effort to 


way 


secure public acceptance of our valuable 
contribution to our people. It is possible 
that some charges for particular services 
should be increased and we need make 
no apology for adequate compensation 
for a quality product. Substandard ser- 
vice would be equally detrimental to the 
trust business. A good look should be 
taken at charges made for some of our 
services, such as administering estates, 
to make sure they will not reflect to our 
discredit and in the long run hold back 
a more widespread use of our services. 

I hold no sympathy for the view 
that it is often impossible for the small 
trust department to do much more than 
break even or, if it operates at a loss, 
that it is to be expected. I have no pati- 
ence with the banker or trustman who 
believes that his trust department is the 
millstone which the commercial bank- 
ing department must carry. In the first 
place, a careful study of your trust de- 
pariment operation will probably re- 
veal that it does operate at a_ profit. 
If proper allocation of costs for the 
services which the trust department per- 
forms for the bank at no cost. or at a 
modest charge, it might make that trust 
profit and loss statement look better. 
What trustman in the smaller trust de- 
partment does not spend some time 
working on commercial banking prob- 
lems? Our trust department is in what 
might be called the medium size class: 
we have 22 full time employees and 
yet not one person on our staff works 
exclusively on trust matters. 

| believe that trust de- 
partments operate at a profit. Every 
trust department. large or small. should 
operate at a profit and, if it doesn’t. 
something can be done which will make 
it operate at a profit. The trust field 
attitude that 
small trust departments aren’t expected 


most small 


should not condone the 
to make a profit. 

Let us, above all. strive to produce a 
quality product at a charge which will 
produce an increasing public accept- 
ance of our trust services. 


CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company on Novem- 
ber 9, 1951 declared a regular quarterly dividend of one dollar 
($1.00) per share on its $10 par value Common stock. The board 
also declared a special dividend of one dollar ($1.00) per share 
on such stock. Both dividends are payable December 17, 1951 
to stockholders of record as of the close of business November 


23, 1951. 


W. ALTON JONES, President 





: DecemBer 1951 


WELLINGTON \= 


<@> FUND 


88th Consecutive 
Quarterly Dividend 


20c a share from ordinary income, and 
45¢ a share distribution from securi- 
ties profits. Payable December 27 
to stock of record December 5, 1951. 





a 
WALTER L. MORGAN, President — 
Philadelphia 2, Pa. - 








tials 


AMERICAN VISCOSE 
CORPORATION 


Dividend Notice 











Directors of the American Vis- 
cose Corporation at their regular 
meeting on December 5, 1951, de- 
clared a year-end dividend of 
fifty cents (50¢) per share on the 
common stock. payable on De- 
cember 28, 1951, to shareholders 
of record at the close of business 
on December 17, 1951. 

















WILLIAM H. BROWN 


Secretary 





Southern California 
Edison Company 


DIVIDENDS 


ORIGINAL PREFERRED STOCK 
DIVIDEND NO. 170 


CUMULATIVE PREFERRED STOCK 
4.32% SERIES 
DIVIDEND NO. 19 


The Board of Directors has author- 
ized the payment of the following 
quarterly dividends: 


50 cents per share on Original 
Preferred Stock; 


27 cents per share on Cumulative 
Preferred Stock, 4.32% Series. 


The above dividends are payable 
December 31, 1951, to stockhold- 
ers of record December 5, 1951. 
Checks will be mailed from the 
Company's office in Los Angeles, 
December 31, 1951. 


P.C. HALE, Treasurer 
November 16, 1951 











ITH some flexibility, a small dg : 
partment, according to Gilbey- 
Stephenson’s definition, is one whos, * 
trust assets are not over $5,000,000, by, 


OPERATIONS 


JOHN E. KIRK 
Vice President & Trust Officer, National Bank of Topeka, Kansas 


not including in this amount safe-keag | 


ing accounts, escrow accounts, cus 


At Mid-Continent Trust Conference Symposi 


on Small Trust Departments. 
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ALLIED 
CHEMICAL 


& DYE CORPORATION 


The following dividends have 
been declared on the Common 
Stock of the Company: 


Quarterly dividend No. 123 of 
Fifty Cents ($.50) per share. 
Special dividend of One Dol- 
lar ($1.00) per share. 

Both Dividends are payable 
December 20, 1951, to com- 
mon stockholders of record at 
the close of business Decem- 
ber 7, 1951. 

ie W. C. KING, Secretary 
November 27, 1951. 


p) CHEMICALS) 


[ rexzizes | 


. pzrastics ¢ 





‘CELANESE 


CORPORATION OF AMERICA | 


180 Madison Avenue, New York 16, N.Y. 


HE Board of Directors has this day 
declared the following dividends: 


44%2% PREFERRED STOCK, SERIES A 


The regular quarterly dividend for 
the current quarter of $1.12! per 
share, payable January 1, 1952, to 
holders of record at the close of busi- 
ness December 7, 1951. 


7% SECOND PREFERRED STOCK 
The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable January 1, 1952, to holders 
of record at the close of business 
December 7, 1951. 


COMMON STOCK 


75 cents per share, payable December 
22, 1951, to holders of record at the 
close of business December 7, 1951 


R. O. GILBERT 
Secretary 





as 


dian accounts (where no management 
is required), corporation trust accounts 
and corporate agency accounts; and, 
maintaining the same flexible attitude. 
we might add, employing from three to 
ten full time officers and employees. 


Our trust departments should be as 
stream-lined as is possible for safe and 
efficient operation. Our equipment 
should be adequate and expensive, so 
that as we grow we shall not have to 
discard outgrown records and equip- 
ment. 


We must avoid business that is bulg- 
ing with hazards and liability. unless 
we are protected in every way possible, 
and adequately equipped to handle the 
business safely and profitably. Every 
instrument under which we are to as- 
sume fiduciary responsibility should be 
gone over carefully by our Legal De- 
partment before we accept. and once 
accepted. should religiously and 
meticulously carry out its provisions. 
With the shrinkage of our dollar, the 
size of acceptable estates should be 
somewhat increased. 


we 


Internal Audits 


We should all have periodical internal 
audits by an experienced auditor from 
within the bank. if available. if not by 
some competent auditor outside the 
bank. We should have more 
audits each year by a Committee. ap- 
pointed by the Chairman of our Board 
and approved by the Board. I can say. 
having forty-one years’ experience in a 
trust department, that the Federal and 
state examiners now employed are high- 
ly trained and very efficient. and the 
examinations today are a far cry from 
the time when about all the examiner 
did was to count cash and securities 
and ascertain whether they agreed with 
the records. The operating manual pro- 
viding uniformity in procedure. fur- 
nished by the Trust Division of the 
A.B.A., can in a large measure be 
adapted to and utilized by small trust 
departments. 


one or 


Nothing should be more important 
than the need of educating the public 
as to our services if we expect to grow. 
Personnel of a small trust department 
can get better acquainted with the pub- 
lic than if it were very large. 


Every State Trust Division or State 
Fiduciaries Association should have an 
active committee which will meet period. 
ically with like Committees from the 
State Bar Association, Life Under- 
writers Association and Society of Certi- 
fied Public Accountants to iron out any 
apparent difficulties or misunderstand. 
ings and for closer co-operation. 


New Business 


Advertise by every dignified and 
legitimate means —— newspaper, trust 
publication, radio, booklets, direct mail, 
and through forums, and by speaking 
to groups such as women’s clubs, par- 
ent-teachers associations, civic clubs, 
etc. Do not attempt to set up your own 
home-made advertising program unless 


D 


( 


you have been educated in advertising. | 


The wisest money you will ever spend 
will be spent with some good trust ad- 
vertising concern, which spends its time 
and money keeping abreast of the needs 
of the public. The fee on one estate 
of $75,000 will pay for a_ two-year 
well organized advertising program on 
a select prospect list of 500 names, and 
the cost is not doubled on a list of 
1,000 names. 


We should not overlook education 
within our own institution’s personnel 
and_ stockholders. Talk to them in 


groups, conduct question and answer 
meetings, make them so intimately ac- 
quainted with what you are doing that 
they will be intensely interested and 
will always want to talk favorably of 
the Trust Department and send _pros- 
pects to you. One of the most embarrass- 
ing things is to have one of your insti- 
tution’s Board members name someone 
other than your own institution as ex- 
ecutor. 


Cut the apron strings tied around 
you by your Commercial Department 
to the extent that you can walk alone 
and be identified and respected rather 
than dominated. The Trust Department 
that is content to stay in swaddling 
clothes, and depend entirely on_ the 
Commercial Department of the bank 
for new business and growth, is doomed. 
Trust Departments that have been in 
business five years or more should not 
operate at a loss. 


If we have done a good job in the 
administration of our trusts and estate. 
we may at the closing of an estate or 
trust be able, with pride and satisfac 
tion, to make delivery of the assets and 
property, take our acquittance and re 
lease, and feel that these beneficiaries 
will not forget us. 





TRUSTS AND ESTATES 


T 


plet 
atio 
ity 

sim 
mos 
gro 
with 
out 

poir 
ifica 
and 
spec 
tion 
the | 
was 
vear 


TI 
pron 
refer 
pow 
If, p 
in si 
legal 
Arm 
powe 
is me 
relea 
free. 
relea 
ing | 
to ] 
hold 
by h 
scope 
cised 
assul 
thing 
appo 
exten 
have 


Fron 
ence, | 

*An 
man 0’ 
Publish 
TATES. 
dealing 
here. 


DECE 


State 
Ce an 4 


riod. [ 
the 
ider- 
‘erti- 
any 
and. 


and 
trust 
mail, 
king 
par- 
lubs, 
own 
nless 
sing. | 
pend 
t ad- 
time 
reeds 
state 
-year 
m on 
, and 
st of 


ation 
onnel 
n in 
nswer 
y ac: 
r that 

and 
ly of 
pros- 
rrass- 
insti- 
neone 
is eX: 


round 
‘tment 
alone 
rather 
‘tment 
idling 
nthe 
bank 
omed. 
en in 


ld not 


in the 
estate. 
ate of 
tisfac- 
ts and 
nd re 
ciarie 


STATES 


Drafting the New 


Power of Appointment 


DON H. McLUCAS 


Vice President, The Northern Trust Company, Chicago 


HE Revenue Act of 1942, effective 

on October 21st of that year, com- 
pletely changed the former rules for tax- 
ation of appointive property. Complex- 
ity and confusion were substituted for 
simplicity in this area of taxation. Al- 
most immediately, interested taxpayer 
groups started a series of discussions 
with Treasury representatives, pointing 
out the inequities of the power of ap- 
pointment provisions and seeking mod- 
ifications to correct them. At long last 
and largely through the efforts of a 
special committee* of the Taxation Sec- 
tion of the American Bar Association, 
the Powers of Appointment Act of 1951 
was enacted, effective June 28 of this 
vear. 


Pre-1942 Powers 


The new law codifies the regulations 
promulgated under the 1942 Act with 
reference to the exercise of a general 
power which has been partially released. 
If, prior to November 1, 1951, or with- 
in six months after the removal of a 
legal disability or discharge from the 
Armed Services, a pre-1942 general 
power be reduced in scope so that it 
is no longer a general power, such a 
released power may be exercised tax 
free. November | is the only significant 
release date under the new law. Look- 
ing back to the law as it existed prior 
to 1942, it doubtful that the 
holder of a general testamentary power 
by his own act could have reduced the 
scope of that power and having exer- 
cised it contend with any degree of 
assurance that he was exercising any- 
thing other than a general power of 
appointment for tax purposes. To this 
extent, holders of such general powers 
have been given real benefits, which 


seems 





From address at Mid-Continent Trust Confer- 


ence, Nov. 8, 1951. 


*An article analyzing the new law, by the chair- 
man of this committee, Richard J. Turk, Jr., was 
published in the July issue of TRUSTS AND Es- 
TATES. Portions of Mr. McLucas’ excellent paper, 
dealing with matters covered therein, are omitted 
here. 
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may not have existed under the pre- 
1942 law. 

Pre-1942 general powers may be com- 
pletely released at any time during the 
lifetime of the holder without any estate 
tax consequences. While such releases 
are permissible, it is difficult to con- 
ceive of a tax reason for anyone who 
has not so reduced the scope of such 
power prior to November 1, 1951 as 
to render it non-taxable to make a 
complete release of such a power. They 
may be held during lifetime and if not 
exercised, the property covered by them 
will not be taxed. In rare instances, and 
to protect the interests of the takers in 
default against an improvident exercise 
of the power through undue influence 
or otherwise, the holder of such powers 
may find it advisable to make complete 
releases. 

An otherwise pre-1942 general power 
which is exercisable by its holder only 
with the consent of another person is 
not regarded as a general power under 
the new law. Without this provision in 
the new law, the discretion given to a 
wife as one of several trustees to dis- 
tribute principal to herself might have 
been regarded as a general power which 
would have caused the trust property 
to be taxed at her death. The wife may 
now continue as trustee, and the prop- 
erty remaining at her death will go to 
the remaindermen tax free. 


Post-1942 Powers 


created after October 21, 
1942 do not fare as well under the new 
law. General testamentary powers or 
unlimited withdrawal rights will con- 
tinue to be used in trust instruments 
where the trust property or some part 
of it is intended to qualify for the mari- 
tal deduction. The existence of such 
powers at the death of the surviving 
spouse will cause the trust property to 
be included in her taxable estate and 
thus carry out the scheme of a deferred 
tax in the estate of the surviving spouse 
on property for which a marital deduc- 


Powers 


tion is allowed in the estate of the first 
spouse to die. In this respect there is 
a complete correlation between the mari- 
tal deduction and power of appoint- 
ment sections of the law. The familiar 
provisions in marital trusts will not 
have to be changed by reason of the 
new law dealing with the taxation of 
powers. 


Non-cumulative Withdrawal Rights 


Congress recognized that modest an- 
nual withdrawal rights are proper and 
that within limits their use should not 
be discouraged by the new law. An ex- 
emption is therefore granted in an 
amount equal to $5,000 or 5% in value 
of the fund as of the date of the lapse 
of the power, whichever is greater. If 
a non-cumulative power of withdrawal 
is permitted to lapse, only the excess 
over and above the $5,000 or 5% of 
the fund will be involved in gift and 
estate taxes. The amount of the ex- 
emption of $5,000 or 5% may remain 
in trust without any estate or gift tax 
consequences. In many instances and 
depending upon the particular circum- 
stances, it may be desirable for the 
beneficiary holding such a right to 
withdraw the ‘excess in order to avoid 
the gift and estate tax implications 
which might result from failure to with- 
draw such excess. 

In drafting future trusts. withdrawal 
rights not to exceed $5,000 may be 
granted with tax immunity. If the fund 
exceeds $100,000 and it is desired to 
give maximum withdrawal rights with- 
in the exemption, then such rights 
should be expressed as an amount not 
to exceed 5% of the trust fund as it 
exists at the end of the year. In other 
instances and contemplating possible 
future fluctuations in the value of trust 
property, the withdrawal right may be 
phrased in the wording of the statute 
—$5,000 or 5% in value of the fund 
at the end of the year, whichever is 
greater. 

If a percentage of the fund is used 


859 








in arriving at the annual withdrawal 
right, there will be no difficulty where 
the fund consists of marketable securi- 
ties. If stock of a closely held company, 
real estate or other property having no 
readily ascertainable value is involved, 
differences of opinion as to value may 
arise between the beneficiary and the 
trustee. The final determination of value 
for such purposes may be lodged in the 
trustee without causing any tax difh- 
culty, particularly if the trustee be a 
bank or some other disinterested person. 
If the beneficiary is given final judg- 
ment as to values, he may be regarded 
as having a blank check to draw on 








Missouri’s 


Largest 
Fiduciary 


This company engages 
only in the trust busi- 
ness. It does no banking 
business. It accepts no 
deposits subject to 
check. 


It administers more 
trust property than any 
other Missouri financial 
institution. 


It is the oldest trust 
company in Missouri. 


For ancillary service 
in Missouri or South- 
western Illinois consult 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 


Affiliated with the First National Bank 
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the fund, the unfortunate results of 
which are obvious. 


The exemption which is granted on 
lapsed withdrawal rights is granted on 
the-basis of each trust. It would, there- 
fore, appear possible to create multiple 
trusts for the same beneficiary and 
thereby obtain as many annual exemp- 
tions for withdrawal rights as there are 
trusts created. One trust having a value 
of $100,000 would permit an exemption 
of $5,000, while two trusts of $50,000 
each for the same beneficiary would 
give an aggregate maximum exemption 


of $10,000. 


Within logical bounds of family trust 
arrangements, multiple trusts each con- 
taining non-cumulative withdrawal 
rights for the same beneficiary probably 
will not be questioned. An insurance 
trust and a trust under will both created 
by the same person for an_ identical 
beneficiary would be an example of 
such an arrangement. If a will were to 
create multiple trusts for the same per- 
son, each trust containing such non- 
cumulative withdrawal rights with the 
obvious purpose of increasing the an- 
nual exemption, the arrangement would 
and ought to be scrutinized most care- 
fully. Abuses such as this will only lead 
to corrective legislation, which may 
well go so far as to deny any exemp- 
tion whatever on these lapsed rights. 
Such abuses should be discouraged. 


Withdrawal rights may have been in- 
corporated in trusts created after Octo- 
ber 21, 1942 and prior to the 1951 Act. 
If such rights have lapsed during the 
intervening years, the exemption of 
$5,000 or 5% of the fund is just as 
applicable to those powers as it is to 
like powers which may be created in 
the future. The excess over the exemp- 
is all that is involved. 


The new gift tax amendments regard 
the release of a post-1942 power as a 
taxable transfer only if the release is 
made after May 31, 1951. Therefore, 
such withdrawal rights as may have 
lapsed prior to June Ist will not give 
rise to any gift tax consequences. This 
is not just happenstance. The 1942 law 
in broadest terms permitted gift-tax-free 
releases of powers. whether created be- 
fore or after October of that year. The 
estate tax provisions dealing with tax- 
free releases pre-1942 
powers. In passing the new law, Con- 
gress carried forward the distinction in 
the earlier law with reference to gift- 
and-estate-tax-free release of powers 
created before and after 1942. 


While post-1942 rights of withdrawal 


covered only 


which have lapsed during the past nine 
years are free from gift tax, estate tax 
implications have been incurred with 
respect to those lapses. Trustees, as 
well as holders of these withdrawal 
rights, should be concerned with the 
lapse of the powers. If such a lapsed 
right involves a taxable transfer, the 
trustee is obligated to file a_ timely 
donee’s gift tax return. 


Limited Powers of Invasion 


A power to invade trust property for 
the benefit of its holder, which is limited 
by an ascertainable standard relating 
to his health, education, support or 
maintenance, is not regarded as a tax- 
able power. This exception was appar- 
ently included in the law to permit the 
continued use of family trustees in many 
situations. In the future, an income 
beneficiary may be appointed as trus- 
tee, and as such be given discretion to 
pay principal to himself within the 
limitation of the stand. 
ard without involving him in gift or 
estate taxes. 


ascertainable 


It is somewhat difficult to determine 
just how the limitation of an ascertain- 
able standard will be construed. A key 
may be found in the cases involving the 
deduction of a charitable remainder 
where discretion is granted to a trustee 
to invade principal for the benefit of a 
life tenant. A further clue may be 
gathered from a statement in the Sen- 
ate Committee Report: If a holder of 
a power is legally accountable for its 
exercise, the power will not be deemed 
to be a general one. Regardless of im- 
plications which might require a more 
liberal the limitation 
and until such time as regulations are 


construction of 


issued it would seem preferable to cre- 
ate such powers in the language of the | 


statute; trust property should be avail- 
able to the donee of a power for his 
own benefit only to provide for his 
“health, support main- 
tenance.” 


education, or 


In drafting future trusts, there seems 
to be no objection to taking advantage 
of the exemptions granted by both the 
non-cumulative withdrawal right and 
the ascertainable standard provisions. 
An income beneficiary may be ap- 
pointed trustee of the fund; the benef 
ciary may be given the right to with- 
draw principal within the limits of the 
$5,000 or 5% exemption. In addition, 
principal may be invaded by the trus- 
tee for his own benefit to provide for 
his health, education, support or main- 
tenance. This should afford adequate 
flexibility in many situations where it 
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seems desirable for the income benefi- 
ciary to be designated as trustee of the 
fund. In those many instances where 
broader discretion is called for, the new 
law seems to require the use of a bank 
or a disinterested trustee to exercise 
such discretion. 
Disclaimer of Powers 

The holders of post-1942 general 
powers are given no rights to make tax 
free releases of their powers. The hold- 
ers of such powers may, however, dis- 
claim or renounce their powers. Usually 
a power of appointment is only one of 
several interests that may be given a 
beneficiary under a trust instrument. 
The right to income is generally coupled 
with a power. In absence of legislation 
or case law to the contrary, there may 
be a question in some states as to 
whether the beneficiary can accept the 
income benefits and disclaim the power. 
Fortunately, legislation enacted in IIli- 
nois in 1943 to validate the many types 
of releases of various types of powers 
included the right to disclaim or re- 
nounce powers. 

The requirement that the disclaimer 
must be made within a reasonable time 
after learning of the power is not quite 
so clear. In other areas of law “reason- 
able time” is not susceptible of precise 
definition and many times is open to 
second guessing on hindsight. The stat- 
utory period under the applicable state 
law, within which a surviving spouse 
may renounce a will, offers some indi- 
cation as to a_ reasonable period for 
renouncing a power. Fortunately Con- 


gress recognized that the time for dis- 
claiming a power should run from the 
time the person learns of the power 
rather than the date of its creation. 


Obscure Powers 


It is quite apparent that the new law 
is intended to cover beneficial powers 
whether exercisable by a person indi- 
vidually or as trustee. The prior law 
attempted to exempt fiduciary powers, 
but in setting forth the exemption re- 
quired that the power should not be 
exercisable in favor of the holder of 
the power. The Senate Committee Re- 
port states that the exemption proved 
inadequate for its intended purpose. 

A classic example was the decedent 
who named his brother as trustee or 
co-trustee. The brother was given a re- 
mote remainder interest in thé event of 
the death of the decedent’s wife and 
children prior to the final distribution 
of the trust property. As trustee the 
brother was given an absolute discre- 
tion as to the amount of income to be 
distributed among the decedent’s fam- 
ily, or to be accumulated. and added 
to principal. Each year the brother as 
trustee would be required to take affirm- 
ative action under his discretion to de- 
termine whether income should be paid 
out or accumulated. Because of his in- 
terest in the trust principal, remote as 
it might be. could such a discretion be 
power exercisable in 
favor of its holder? Many thought it 
did, and if so. the brother trustee would 
be involved in gift tax with respect to 


described as a 


each years income. 
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A general power exists if exercisable 
in favor of its holder, no matter how 
many other persons may benefit from 
its exercise. If the power held by the 
brother-trustee, in this example, would 
not have been exempt under the old: 
law, because of its beneficial nature, it 
would likewise be regarded as a general 
power under the new law. 

A trustee or co-trustee having discre- 
tion, extending beyond the limits of the 
ascertainable standard, to pay trust 
property to himself, is clearly possessed 
of a fiduciary power which would be 
regarded as a general power of appoint- 
ment, and one which is therefore tax- 
able. 

Future trusts should be drafted with 
an eye to these obscure powers. If one 
of the trustees has an interest in the 
trust, whether present or future, many 
questions can be eliminated if a bank 
or other disinterested trustee alone is 
vested with discretion to shift beneficial 
rights. 

Special Powers 

It has been suggested that a special 
power may be created by barely. escap- 
ing the statutory definition of a general 


power, that is, a beneficiary may be 
given a non-taxable power to appoint 
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by will in favor of anyone @n the world 
other than “his creditors, his estate, 
or the creditors of his estate.” In sub- 
stance such a power is exercisable by 
the beneficiary in favor of anyone other 
than his creditors. The Restatement of 
the Law of Property holds that, if such 
a beneficiary exercises the power, his 
creditors may nevertheless reach the ap- 
pointive property to satisfy their claims. 
Following this view the result is the 
same as if the power had been granted 
as a general one—creditors included 
as possible appointees. If this rule of 
law is controlling, it would seem difh- 
cult to contend that such a power is 
anything other than a general power 
of appointment under the tax law. 


Following passage of the new law, the 
Commissioner issued an informal rul- 
ing with respect to the creation of new 
and the release of old powers, which 
would merely exclude the holder, his 
creditors, his estate and the creditors 
of his estate as objects of the power. 
The Commissioner, after referring io 
the law which would nevertheless per- 
mit creditors to reach the appointive 
property if the power should be exer- 
cised, concluded that the statutory defi- 
nition of a general power of appoint- 
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ment will be controlling for gift and 
estate tax purposes, regardless of com- 
mon law principles or the law of any 
particular jurisdiction. The attitude of 
the Commissioner is laudable, but in 
view of these disturbing underlying 
principles of law, should this ruling be 
followed without reservation? It would 
seem preferable to cast special powers 
in their traditional form by specifically 
designating the persons or classes of 
persons in whose favor the power may 
be exercised. 


Insurance Settlements 


The power of appointment provisions 
apply equally to life insurance proceeds 
left with the insuring company under 
the optional modes of settlement. Non- 
cumulative withdrawal rights have been 
used with regularity under settlement 
options in the past. Due regard to the 
exemption of $5,000 or 5% of the pro- 
ceeds in the event of the lapse of the 
right should be given to such powers 
which may be created in the future. It 
has been customary to express these 
rights as a dollar amount rather than 
as a percentage of the proceeds. In 
many instances greater benefits will be 
available if these rights are described 
in percentages. While percentage with- 
drawal rights may not have been used 
in the past, it is to be hoped that insur- 
ance companies will make them avail- 
able in the future so that their policy 
holders may take full advantage of ihe 
tax laws. 

Insurance companies do not partici- 
pate in discretions as to payment of in- 
surance proceeds. Therefore. the right 
to invade within limits of an ascertain- 
able standard relating to health, educa- 
tion, support or maintenance will have 
no significance under insurance settle- 
Testamentary likewise 


ments. powers 


are not involved in the settlement of 
life insurance proceeds, as insurance 


companies will not follow and determine 


the validity of wills which might exer. 


cise powers of appointment. Only those ( servi 


settlements selected by the insured will 
be governed by and be eligible for the 
exemption allowed under the power of 
appointment provisions. 


Insurance payable in a lump sum to 
a beneficiary who in turn elects to have 
the proceeds payable to himself under 
the optional modes of settlement will 
not be taxed under these provisions 
upon the subsequent death of the bene. 
ficiary. The proceeds remaining will be 
taxed under other applicable sections 
of the estate tax law. The gift and estate 
tax provisions relating to powers of ap- 
pointment deal only with granted pow. 
ers and not with reserved powers. 


Date of Creation of Powers 


Whether a power was created before 
or after October 21, 1942 is all import- 
ant in applying the new law. If a power 
is created by will the testator’s death is 
the controlling date (with one exception 
in the case of certain decedents dying 
before July 1, 1949). Furthermore, 
there will be no difficulty in determining 
the date of the creation of a power 
contained in a trust agreement which 
is not subject to amendment or revoca- 
tion. The date on which the trust was 
executed will govern. 

If the maker of the trust reserves the 
right to amend and revoke a trust which 
creates powers in favor of others, when 
are such powers created— on the date 
of the execution of the trust 
death of the settlor when the powers 
become absolute? If under such a trust 


or the 


the powers in question are incorpora- 
ted by an amendment which was execu- 
ted after 1942, such powers should be 
treated as post-1942 powers and taxed 
accordingly, regardless of how care- 
fully the draftsman may attempt to re- 
late the amendment back to the date 
of the original agreement. 

Assume, however, that the trust was 
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created prior to October 21, 1942, re- 


( serving to the settlor unlimited rights 


of amendment; that general powers of 
appointment are given children whose 
interests do not arise until some time 
in the future; and that the settlor of 
the trust dies on today’s date either 
without ever having amended the trust, 
or that having amended it, any inter- 
vening amendments do not touch upon 
the originally created powers of ap- 
pointment in any particular. An argu- 
ment that such powers were created 
prior to 1942 has considerable force. 
The powers were actually created by 
terms of the original agreement. Noth- 
ing was created by the settlor’s death. 
His right to defeat an already created 
power merely expired at that time. 
Furthermore, the trustee is accountable 
for the trust property from the date 
of the creation of the trust and not 
from the settlor’s death. The revocable 
trust is a full fledged trust. Future in- 
terests created by its terms are fully 
protected. It is not an arrangement 
whereby the interests of the benefici- 
aries spring into existence upon the 
death of the settlor. 

A like question may arise regarding 
powers which may be created under in- 
surance settlements. The insured desig- 
nates the settlement of insurance pro- 
ceeds prior to 1942. In the designated 
method of payment general powers are 
created in the primary beneficiary. The 
insured, having reserved full right to 
change the beneficiary and method of 
payment, dies as of today’s date. A 
similar, although not nearly as forceful 
argument, may be advanced to regard 
the powers created by the insurance 
settlement as pre-1942 powers. 


Gift Tax on Releases 


A literal interpretation of the statute 
would impose a gift tax when trust 
property is withdrawn by the holder 
of the power for his own benefit or 
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when a power is reduced in scope by 
a partial release. There are some under- 
lying principles that have developed 
through court decisions which place 
restrictions upon taxable transfers under 
the gift tax law. One of these principles 
eliminates as a taxable transfer a gift 
which a person may make to himself. 
Another requires that a taxable trans- 
fer shall not be recognized until the 
gift is completed; that the gift is not 
completed until the donees of the gift 
are finally determined. 

These principles should be just as 
applicable to the holder of a power as 
to the maker of any other gift. The 
Senate Finance Committee report gives 
full recognition to one of these doctrines 
by stating that a partial release of a 
power at some future date does not give 
rise to gift tax; if thereafter the holder 
of the power through exercise or further 
release no longer has any right to 


change the disposition of the trust 
property, a taxable transfer will be 
recognized at that time. While not 


covered by the Committee report the 
principle is sufficiently embodied in 
gift tax law so that the gift tax should 
not be involved when a person, in the 
exercise of his power, withdraws prop- 
erty for his own benefit. 


Good Law 


All in all, this is a good law. It ap- 
proaches the problem from the taxpay- 
ers point of view and specifies the 
powers that will be taxable, leaving all 
others free from tax. In this particular, 
it is a complete reversal from the pat- 
tern of the prior law. 


The old law with all of its complexi- 
ties forced family settlements into rigid 
patterns; the new law, with few excep- 
tions, will permit the draftsman to use 
his familiar tools to create powers 
which give the needed flexibility to 
trust dispositions. 





Avoiding Forced Business 
Liquidation 


If not properly planned for, the bur- 
den of Federal estate and gift taxation 
upon small business is a threat to its 
existence and continuity when the death 
of its principal owner or owners oc- 
curs, declared Edward N. Polisher. 
Philadelphia attorney, in an address be- 
fore the local Life Insurance and Trust 
Council on October 31st. This impact 
may be softened materially and the bur- 
den lightened by proper planning in ad- 
vance of death, or the adoption of legi- 
timate procedures available after death. 
which would assure the continuance of 
the business venture, according to Mr. 
Polisher. These measures include: 


Gifts during owner’s lifetime; agree- 
ment among business associates fixing 
the valuation at death; business and 
personal life insurance; utilizing the 
marital deduction; judicious use of the 
Charitable Foundation; optional valua- 
tion one year after death; sale during 
lifetime if foregoing procedures fail to 
meet the circumstances; application to 
Commissioner for extension of payment 
of estate taxes up to ten years: and re- 
demption of stock under Section 115(g) 


of Code. 
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Financing Private Education 


RUST officers have done much, di- 

rectly and indirectly, to help finance 
the endowed universities. They have 
served on our boards, have urged phil- 
anthropy to look im our direction, have 
given us invaluable advice on the in- 
vestment of funds, and have managed 
estates and foundations for our benefit. 
We owe them a great debt. 


The trust company and the endowed 
university have much in common: hand- 
ling other people’s money, we are ac- 
countable in the same way to the law 
of the land and to the public for our 
stewardship. We both exist because of 
a system of free, private enterprise; and 
a threat to this system is a threat to our 
continued existence. 


Why should we have the endowed 
institution; why should not education be 
financed by the states and the Federal 
Government? We have great state edu- 
cational institutions; and if we include 
preparation for service in the armed 
forces, we have great Federal educa- 
tional institutions. Aren’t these enough; 
why have private universities at all? 

I believe there is an answer to this 
question. The endowed university in 
the long run is responsible to the public 
and the social order in the same way 
that the public institution is, but there 
is no state Legislature to satisfy, no re- 
calcitrant legislators to pacify, no local 
educational needs which must be met. 
This means that the endowed institution 
is far freer than the public one to try 
new experiments, to strike out in new 
directions, and through such experi- 
mentation to establish new patterns of 
excellence. Once tried and proven the 
public university may adopt them with 
full popular support. The privately en- 
dowed University of Chicago was the 
first real university in the middle west, 
the first here to establish a university 
press to publish scholarly work that 
commereial publishing houses could not 
afford to touch. Now there are nineteen 
university presses between the Appala- 
chians and the Pacific Coast. We estab- 
lished, in the twenties, the first medical 
school with a staff which devoted its 


From address before Mid-Continent Trust Con- 
ference. 
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full time to medical teaching, research, 
and patient care. It has been wisely 
copied by all of the medical schools in 
the United States. 


We began, in the thirties, a new un- 
dergraduate program which caused 
more discussion and serious thinking in 
the educational world than any other 
single thing in the last twenty years. We 
said that a good teacher was important 
in his own right, and should not be ex- 
pected to do research and publish. We 
decided that young people were gradu- 
ating too old from college, and set the 
A.B. degree back two years, feeling that 
mere completion of a certain number 
of courses with satisfactory grades over 
a four-year period was not the criterion 
by which to judge an educated man. 
Rather, we established general examina- 
tions which properly evaluated a stu- 
dent's knowledge; let him prepare in 
his own way, and come up for them 
when he determined that he was ready. 


In the forties we had in residence on 
campus some of the most distinguished 
nuclear scientists in the world because 
of our activity in the atomic bomb pro- 
gram. The Midwest can be very proud 
of our institutes for nuclear studies in 
the fields of and 


physics. biology. 


metals. 





David E. Williams, chairman of the board, 
Girard Trust Corn Exchange Bank, Phila- 
delphia, unveils historic plaque at the Sec- 
ond Street Office of the bank on November 
21, exactly 50 years from the founding of 
Philadelphia Chapter of the American Insti- 
tute of Banking, in that office. On Mr. 
Williams’ left is Joseph A. McFadden, presi- 
dent of Philadelphia Chapter, and Richard 
S. McKinley and Daniel B. Beitler, two of 
the original ten founders. Mr. Beitler was 
the first president of the Chapter. 


Within the last several years, sensing 
the need of young men in business for 
special training in the theory and tech. 
niques of contemporary business prac- 
tice, we set up a series of night classes 
called the Executive Program which 340 
have now completed. The private, en- 
dowed institution is worth financing be- 
cause it makes for progress, for con- 
structive change, in precisely the same 
way that private enterprise as opposed 
makes 
progress and for constructive change. 


to government monopoly for 


Risine Budgets Pose Problems 
r to 


The operating budget of the Univers- 
ity of Chicago for the present year is 
$20-million. Roughly $5-million is in- 
$100-million (market 
value) Tuition provides 
$5-million and another $5-million comes 
from patients in our hospitals. The re- 


come from our 


endowment. 


maining $5-million we must raise each 


vear from individuals, foundations, 


business. and the Federal Government. 


Under present income taxation, very 
few are able to accumulate the large 
estates which in the past have gener- 
ously endowed our universities. With 
our the 
large estates accumulated in the past are 


system of inheritance taxes, 
being dissolved. Gross incomes are cur- 
rently high; but whatever the income, 
the take-home is small in the light of 
the present cost of living. The 15 per 
cent deduction. offhand, sounds gener- 
ous; but too often the man needs what- 
ever is left him of this dollar after taxes 
to live. 


Along with the problem of raising 
money goes that of the purpose for 
which it is raised—and this very often 
miscarries. A dear old lady proposed to 
do something unusually generous for the 
University; and we find that we are 
heir to a substantial fund to provide 
scholarship assistance to orphaned girls, 
residents of Brown County, Kansas, who 
have a farm background, and at least 
one of whose ancestors fought in the 
War of 1812. If we accept the fund, we 
spend a dollar of our precious free 
money for every dollar of the legacy, 
trying to locate the appropriate girl in 
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Kansas. This is an extreme case; but 
y you would be amazed to know how 
many buildings are given without an 
endowment to equip and maintain them; 
how many research funds are offered 
to investigate problems in which we 
have no interest and which would lead 
to an expansion of our staff and costs. 
A university can easily get itself into 
the paradoxical situation of going broke 
by accepting the wrong kinds of gifts! 
There was a time when magnificent 
work in physics, for example, could be 
done in a barn with a few pieces of 
apparatus. We have just 
spent $8-million for a nuclear physics 
building, $24-million for a cyclotron, 
$l-million for a betatron that was out 
of date by the time we got it built, and 
another $2-million for general equip- 


homemade 


ment for the laboratory. (The cyclotron 
costs $1,000 a day to operate. without 
overhead. ) 

Professorial salaries have never been 
high, but they have usually been ade- 
quate, and a man entering the academic 
world felt compensated in doing the 
work that he loved. But the universities 
have not been able to increase salaries 
in keeping with the cost of living, and 
the problem is becoming acute. It is not 
unusual for a young surgeon who has 
chosen a career of teaching and research 
to be making $4,500 a year. He will be 
35 years old, have had four years of 
undergraduate work, three years of med- 
ical school, a year of internship, and 
three to five years of residency. The 
average salary at our university for a 
teacher in humanities is less than that 
earned by the average hourly paid 
worker at General Motors. If this work 
is worth doing. it is worth a living 
salary, 

Federal Aid 

The private university. unlike a busi- 
ness. has a hard time passing its rising 
costs along to the consumer. It has 


only two commodities, teaching and re- 
search; and research is not for sale. If 
our medical school develops a new sur- 
gical technique or drug for the relief 
of human suffering, this belongs to the 
world. We should not sell it, and we 
don’t. We have doubled our tuition in 
the last ten years and feel we have 
reached the breaking point. If Harvard, 
Yale, Princeton, M.1.T., Columbia, Cal. 
Tech., Chicago and other endowed uni- 
versities should something of 
great value would go out of American 
life. 

It is the tendency today, when you 
get into trouble, to turn to the Federal 
Government. | regard this as the most 
pernicious trend of modern times. It 
may solve our immediate problem; but 
it is building up problems down the 
line that may force us at some point 
to change our entire way of life, for 
the remind you that in the 
final analysis. he who pays the fiddler 
calls the tune. Politics and bureaucracy 
move in slowly. but they move in. The 
only justification for the existence of 
the private university 
freedom from this kind of domination. 
But I hope that this state of national 
emergency does not continue so long 
that our halls of learning become in- 
distinguishable from a corridor of the 
Pentagon Building. 


cease. 


worse. I 


is its complete 


Industrial Grants 


Industry relies for its personnel in- 
creasingly on the universities. It costs 
us far more than the tuition they pay as 
students to produce them: why shouldn't 
American business. which receives the 
henefit of this training. help meet the 
bill? The pure science of one genera- 
tion is the applied technology of the 
next. It is greatly to the advantage of 
industry to encourage the pure scientific 
research of the universities. We began 
talking with industry in 1945, at first 
with discouraging results: “We can't 
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give stockholders’ money away; we 
don’t need to support what the univers- 
ities are going to do anyway; if we 
give to one, we shall have to give to all, 
and we can’t afford it; money of this 
kind has to be spent in areas where we 
have plants, and we don’t have any 
plant in your area; the universities are 
full of communists and left wingers, and 
we are not going to support any of those 
things.” 

Interestingly enough, it was the very 
large companies, the ones who already 
had huge laboratories doing not only 
applied but even basic research, that 
first gave us a sympathetic ear. Standard 
Oil of New Jersey was our first con- 
tributor; and with the ice broken, some 
twenty-six other companies rapidly came 
along. In the years following we have 
extended our industrial support into the 
social sciences, the business school, law, 
and medicine. 


We still need more money. Perhaps 
even more important, we still have lots 
to learn about making our personnel, 
our facilities, and our work more avail- 
able to industry. We are just beginning 
to build the bridge between the Ameri- 
can university and American business 
and those who are willing to look know 
that they will stand or fall together. 
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NEW JERSEY TRUST CONFERENCE 


EATURE of the Trust portion of 

the 23rd annual Trust and Bank- 
ing Conference of the New Jersey Bank- 
ers Association, held at Asbury Park 
on November 14-15, was an address on 
Estate Planning by Sidney A. Gutkin, 
Newark attorney. In determining wheth- 
er and to what extent the marital de- 
duction should be taken, Mr. Gutkin 
cited these factors for consideration: 
business ability of the surviving spouse, 
health of the parties, possibility of re- 
marriage, family status, and liquidity 
of the property to be used for the de- 
duction. After discussing the methods 
of qualifying for the marital deduccion. 
Mr. Gutkin described the use of tax 
clauses to prevent reduction in the value 
of the deduction, of survivorship and 
common disaster clauses, and of form- 
ula clauses. 


Turning to income tax phases of es- 
tate planning, the well known New 
Jersey lawyer explained the use of mul- 
tiple trusts and discretionary distribu- 
tion of income to achieve the maximum 
tax benefit among members of the fam- 
ily group. Mr. Gutkin suggested a power 
in the trustee to distribute in cash or 
in kind, thus enabling the shift of gain 
or loss with the greatest tax advantage. 


On the estate tax side of the picture. 
the speaker commented on the optional 
valuation date’s effect on the income tax 
basis of the property. The election be- 
tween deduction of administration ex- 
penses for estate and/or income tax 
purposes should be governed generally. 
he said, by the respective tax brackets of 
the estate for estate tax purpose as 
against the estate’s or beneficiary’s in- 
come tax bracket. Greater flexibility in 
income distribution is possible where 
the estate is placed on a fiscal year basis. 
The advisability of establishing testa- 
mentary trusts at an early date should 
be considered because this may permit 
further splitting o fincome and provide 
additional credit. 


Mr. Gutkin concluded with a review 
of the Powers of Appointment Act of 
1951. 


Trust Panel 


The remainder of the Trust program. 
under the general guidance of Jay Knox, 
Trust Committee chairman and trust 
officer of First Camden National Bank 
and Trust Co., was devoted to a panel 
session. With leader George F. Melick, 
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vice president of Morristown Trust Co., 
the participants were Walter E. Beyer, 
trust officer, Boardwalk National Bank, 
Atlantic City; Clair M. Fisher, trust offi- 
cer, Camden Trust Co.; Edward T. Pur- 
cell, assistant trust officer, Commercial 
Trust Co. of New Jersey, Jersey City; 
and J. Wallace Scanlon, vice president 
and trust officer, Howard Savings Insti- 
tution, Newark. 


Bar Relations 


Relations with the Bar occupied the 
panel’s attention for a considerable pe- 
riod of time. Mr. Fisher commented that 
a bank owes it to its customers to do 
estate planning. After attempting to get 
all the pertinent data, his bank prepares 
a written plan and then asks the cus- 
tomer to go to the attorney of his own 
choice with a representative of the bank 
or to give the latter permission to take 
the plan to his counsel. This approach 
represents a service to the attorney, Mr. 
Fisher said, first because he cannot soli- 
cit business and second the fact that the 
plan is written in easily understandable 
terms minimizes the opportunity for ob- 
jection by the client’s wife—a great 
stumbling block in estate planning. The 
local attorneys welcome this method and 
service, for which no charge is made. 
Several of the panel members confirmed 
Mr. Fisher’s statement that he knows of 
no bank that pays the attorney’s fee for 
drawing the legal documents where the 
bank is named fiduciary. It was the con- 
sensus that this would be unethical. 


A question relating to the effect of 
the change in market value of assets 
between date of death and establishment 
of the trust where the marital deduction 
is availed of was referred to Mr. Beyer. 
He remarked that this point should be 
covered by language in the will to avoid 
the necessity of court construction. Ac- 
cording to Mr. Gutkin, if the court de- 
termined that a date other than the 
estate tax valuation date be used. the 
tax authorities would probably not be 
able to go behind that ruling. 


Commenting on the desirability of 
taking title to residential property in 
joint names of husband and wife, Mr. 
Melick indicated that the property passes 
to the survivor free of state inheritance 
tax but does not escape Federal estate 
tax unless the survivor can prove pay- 
ment of (or contribution to) the pur- 
chase price. A disadvantage may arise 


upon a subsequent sale by the survivor 
who would have to assume the original 
cost basis rather than a possibly higher 
date-of-death value in computing capital 
gain for income tax purposes. Mr, 
Beyer added that if the decedent left no 
will, the widow would get only the in- 
come from the property whereas if the 
latter was held by the entireties she 
would get full title. 


Pointing out the advantages of com- 
trust funds (in which he was 
strongly supported by Mr. Knox whose 
bank operates two of them), Mr. Scan- 
lon said he is looking forward to the 
establishment of a fund in his institu- 


mon 


tion. 


Although an executor should move to 
correct any erroneous income tax re- 
turns filed by the decedent, Mr. Beyer 
stated that in the absence of knowledge 
as to whether any returns were filed the 
executor should allow the statute of 
limitations to run. Some executors, how. 
ever, take advantage of Section 275(b) 
permitting the filing of a request for 
prompt assessment. A show of hands 
indicated that some ten banks always 
file such a notice—-without unpleasant 
experiences. 


Another show of hands revealed that 
a few of the approximately 40 banks 
represented made full use of New Jer- 
sey’s new prudent man rule only where 
a greater income was needed in distress 
cases. A few banks have not availed 
themselves of the rule at all. 


The present 5 per cent commission 
for managing real estate in trust is 
inadequate, according to Mr. Purcell. 
In managing trusteed parcels, the real 
estate department of Mr. Purcell’s com- 
pany does not set up a reserve fund for 
estimated repairs and maintenance. A 
record of receipts and disbursements is 
kept and from time to time, if the ac- 
count is running favorably, a lump sum 
is paid over to the trust. Taxes and 
other large expenditures are anticipated 
by withholding a sufficient amount from 
the gross rents to warrant thereafter 
paying over something to the income 
beneficiaries. 


Bank Manpower Problems 


The increasingly complex problem of 
establishing and maintaining ideal per- 
sonnel relations in banks, was reviewed 
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by William Powers, deputy manager, 
American Bankers Association, at the 
Banking part of the Conference. 


The current rate of turnover in bank 
personnel is averaging about 2% a 
month and in some of the critical situa- 
tions is running as high as 4% per 
month, This indicates, Mr. Powers said, 
that the banking system, with approxi- 
mately 430,000 men and women in its 
working forces, is being required to 
hire a thousand replacements a month. 


“The A.B.A., New Jersey and other 
State associations are endeavoring to 
assist the bank personnel officers in de- 
veloping more reliable sources of quali- 
fied job applicants, and in: 

“1. Improving the screening process 
through the use of tests that have been 
tried out by co-operating group of banks 
over the past two years. 

“2. Making the orientation process 
more effective through the use of a new 
course constructed within the last year. 

“3. Evaluating jobs and performance 
of people on jobs through a procedure 
perfected last Fall and designed primar- 
ily for the smaller banks. 

“4. Establishing more equitable rate 
ranges through adoption of a salary ad- 
plan that conforms to 
Wage Stabilization Regulations.” 


ministration 


Current Investment Problems 


\ flexible, middle-of-the-road_ policy 
in bank portfolio management is cur- 
rently advisable, in the opinion of Roger 
’, Murray, vice president of the Bankers 
Trust Co.. New York. also speaking at 
the Banking session. Although the long 
term trend of interest rates may be flat 
or slightly from 
levels, this trend could be interrupted 
for extended periods, Mr. Murray ob- 


downward present 


served. Therefore short maturities with 
their flexibility should not be entirely 
The 


applicable in individual investment and 


liquidated. same principles are 


now is the time to keep an open mind 
uninfluenced by mass psychology, due 
to imponderables in the international 
situation not susceptible of analysis. 


Mr. Murray foresaw a fairly strong 
business situation for the next year, 
with an uneasy balance in the price 
structure. The defense and foreign aid 
programs must be regarded as contin- 
uing elements in our economy, in his 
opinion. With a continued very high 
level in business activity, prices should 
be fairly steady. with the cost of living 
index rising less than 5%. Higher pro- 
duction including wages. with 
only limited price increases, will narrow 
the profit margin. Taxes are likely to 
remain at current rates. These facts con- 
tribute to a conclusion that corporate 
profits will remain around present levels. 


After the outlook for 
money rates, which should remain fairly 
firm, Mr. Murray turned to government 
financing. with particular reference to 
the second half of 1952. when a sub. 
stantial deficit is in prospect. He indi- 
cated that a complete revision of sav- 


costs. 


discussing 


ings bonds terms could solve the prob- 
lem of mobilizing private savings but 
this now seems an unlikely develop- 
ment. The Treasury is apt to 
turn to the savings banks. corporations 


more 


and the commercial banks. 


With corporate profits flat or moder- 
ately downward, a bull market in stocks 
is unlikely but stocks of good quality at 
reasonable yields should attract further 
mutual fund purchases, as well as pen- 
sion and life insurance funds, plus trust 
the 
rule.” These new sources of equity in- 
vestment are important but cannot be 
expected to sustain the share market 


purchases under “prudent man 


against speculative influences or a de- 
clining profit position. 

In discussing the longer outlook. Mr 
Murray spoke of forecasts of deflation. 
stability at a high level. and inflation. 


| P ancillary matters 
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and added a fourth possibility-stagna- 
tion at a level below our industrial ca- 
pacity due to a cyclical downturn not 
checked and reversed in a short time. It 
is because of the very nature of these 
unknowns that Mr. Murray advocated 
a conservative investment approach. 


A A A 


High State Court Rules 
Favorably on 
Investment Company Shares 


The Supreme Court of Oklahoma on 
November 13 handed down the first de- 
cision of a state court of last resort on 
the propriety of trust investment in in- 
vestment company shares under the pru- 
dent man rule. Directly at issue was the 
question whether investment in these 
shares would constitute an illegal dele- 
gation of the trustee’s duty to invest. 
Recently several state legislatures have 
specifically authorized such investment. 
within the general limits of the prudent 
man rule. Affirming the lower court’s 
decision, the Supreme Court held that 
the trustee was authorized to invest in 
investment trust shares under the gen- 
eral language of the prudent man stat- 
ute. The decision is reported more fully 
at page 883 of this issue. 
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RESIDUE FORMULA 


(Continued from page 826) 


tion partly in cash and partly in kind. 
Suppose, however, that the assets of A’s 
estate consist of a family b@i i 















which the son is active am that a 
substantial part of the appreciffed value 
is directly attributable to @#he son’s 
efforts. Where, then, do the e@ties lie? 
To make the position of thiexecutor 
even more difficult, suppose Hit either 
the wife or the son or both{Me acting 
as co-executors? What reco does a 
co-executor have if the distri§Jion pro- 
posed, while technically ing the 
provisions of the will, is so §ssly un- 
fair as to appear unconsciona@ ? 


Under the residue formulu% the wife 
will receive from the executor that frac- 
tional share of the residuary estate re- 
maining after the payment of taxes 
which will be needed to take advantage 
of the maximum marital deduction. 
After debts, fees and taxes, the true 
residue amounts to $827,150. Therefore. 
the wife’s fractional share of the residue 
is fixed at $500,000 (one-half of the 
adjusted gross estate) divided by $827.- 
150. Accordingly, if the value of the 
residuary estate on the date of distribu- 
tion is $1,367,150 the 
500,000 
— of this amount, or $826,422.05 
827,150 
and the balance of $540,727.95 would 
be distributed to the son. It should be 
noted in this case that even though the 
executor acting under the pecuniary 
bequest formula elects to favor the wife 
to the greatest extent possible and sat- 
isfies her bequest in kind at Federal 
estate tax values, the fair market value 
of the assets she receives from the ex- 
ecutor will fall far short of her propor- 
tionate share under the residue formula. 


wife receives 


Case No. 2 


The facts in the case of B are identical with 
those in Case No. 1. However, instead of 
rising, the market declines sharply after the 
death of B. The executor sells speculative 
securities having a value of $600,000 on the 
date of death but for which he realizes only 
$400,000. Before the expiration of the one- 
year period after the death of B the market 
has a decided reversal and on the optional 
valuation date the remaining assets have in- 
creased 50% over date of death values and 
now have a fair market value of $900,000. 
Since the values on the optional date ($900,- 
000 plus $400,000 proceeds of sale) are higher 
the executor files his Federal estate tax re- 
turn using the lower date of death values. 


Here again, if the bequest to the wife 
of $500,000 under the pecuniary be- 
quest formula can be satisfied in cash 
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or in kind at Federal estate tax values, 
the executor finds himself in an awk- 
ward position. The wife demands satis- 
faction of her bequest by the distribu- 
tion to her of securities at Federal 
estate tax values. On such basis the 
wife would be entitled to assets having 
a fair market value at time of distribu- 
tion of $750,000 (the assets having ap- 
preciated by 50%), while only $177,- 
150 (assets now worth $150,000 and 
cash of $27,150) would be distributed 
to the son. Where the residue formula 
is employed, the wife’s share of residue 
500,000 
as in Case No. 1 is —————.. This frac- 
827,150 
tion of the value of the estate on date 
of distribution, amounting to $927,150 
($900,000 current value of assets plus 
$27,150 cash in require- 
ments), would entitle the wife to receive 
$560,448.53 from the executor in cash 
or in fair market value of securities 
on date of distribution. In this case, 
also, the wishes of the testator would 
be substantially met without inviting 
disputes between beneficiaries. 


excess of 


Case No. 3 


C has an estate having an adjusted gross 
value of $1,000,000 consisting almost entirely 
of stock in one company engaged in a busi- 
ness of a highly speculative nature. Within 
ninety days after the death of C the stock 
$1,250,000. The executor, 
of various factors which 
might adversely affect the business and feels 
strongly that the stock might decline within 
a short time to a point even lower than the 
date of death value. The executor, for these 
reasons, favors immediate sale. 


has increased to 


however, is aware 


If we assume that Mrs. C is primarily 
interested in securing for herself the 
greatest possible benefit the executor 
may expect her to oppose any immedi- 
ate sale. If the assets are liquidated the 
wife, having only a pecuniary bequest. 
will be entitled to receive only $500,000 
and the entire appreciation of the stock, 
less the capital gains tax, will inure to 
the sole benefit of the son. Under the 
residue formula, both Mrs. C and the 
son will share proportionately in the 
appreciated value of the securities dur- 
ing the probate period and since their 
respective interests are not in conflict 
it is less likely that they will object to 
the recommendations of the executor. 


Case No. 4 


Assets of the estate of D consist principally 
of holdings in two close corporations: 


Value at Value at time 


death of raising cash 
X stock $500,000 $350,000 
Y stock 200,000 350,000 


Cash requirements are approximately $350,- 
000 which can be raised from the sale of 
either holding which can be liquidated only 
as a unit. The executor favors selling the 
Y stock since he feels that it is not likely 
to appreciate further while the X Company 
has very favorable prospects of recovering 
from the loss it sustained by reason of the 
death of D. 


Mrs. D, if the will contains the pe- 
cuniary bequest formula, may be ex- 
pected to favor sale of X stock so that 
the Y stock can be distributed to her 
in kind at lower Federal estate tax 
values. This problem will not arise 
under the residue formula. 


Overcoming Objections to 
Residue Formula 


Many attorneys, while conceding that 
the residue formula eliminates these 
potential problems, nevertheless con- 
tinue to use the pecuniary bequest for- 
mula for one or more of the following 
reasons: (i) a reluctance to believe that 
family differences might arise in any 
particular case; (ii) a contention that 
since the wife will be the life income 
beneficiary under both the marital and 
the children’s trusts no problems are 
involved: (iii) a belief that a share of 
residue cannot be used for obtaining 
the maximum marital deduction where 
property passes to the wife outside of 
the will: and (iv) an apprehension that 
the residue formula is something mys- 
terious and too complicated. 


(i) As to the first objection it need 
only be said that it is impossible to 


prophesy continued family harmony. 
and most attorneys will agree that fam- 
ily disputes, once they materialize, often 
take on a bitterness out of all propor- 
tion to the amounts and problems in- 
volved. Certainly, it would seem inad- 


visable to encourage family differences. 


(ii) Simply because the children are 
given a remainder interest subject to 
the life estate of the wife or because 
they may be minors who cannot now 
voice their objections does not remove 
the problem. Actually, it may make the 
problem more difficult. For example, 
assume that the wife and a trust com- 
pany are co-executors and co-trustees 
under such a will, and regardless of 
broad discretionary powers and exul- 
patory clauses, does not the co-fiduci- 
ary have the duty and responsibility of 
safeguarding the interest of the remain- 
dermen by opposing any action pro- 
posed by the wife which would give a 
preferential treatment to the marital 
trust at the expense of the residuary 


trust? 
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A Typical Plan 


( (iii-iv) The fellowing step-by-step il- 
{lustration of the application of the resi- 
due formula to a specific case will show 
that it can be used for obtaining the 
maximum marital deduction regardless 
of whether or not property passes or 
has already passed to the wife outside 
of the will. It will also show that it is 
actually no more complicated or diffi- 
cult to apply than the pecuniary bequest 
formula. 


Mr. Long is 70 years of age and has 
been married for the past ten years to 
his former secretary who is thirty years 
his junior. She has a daughter by a 
previous marriage who has been adopt- 


ed by Mr. Long. Mr. Long also has a* 


harried son forty years of age who is 
associated with him in a small manu- 
facturing business. The recent growth 
of the business has been largely due to 
the managerial ability of the son. Mr. 
Long’s assets consist of the following: 


Cash in banks $ 25,000 


Goods and chattels 5,000 
Securities 475,000 
Close corporation 50,090 
Residence 50,000 
Life insurance payable to wife 50,000 
Oil lands 60,000 
Property held jointly with wife 15,000 


$730,000 


Mr. Long decides to take full advan- 
tage of the maximum marital deduction 
by leaving one-half of his estate in a 
qualifying trust for his wife with a de- 
fault clause in favor of his adopted 
daughter. The remainder of his estate 
after the payment of taxes he wishes to 
leave in trust for his son during his 
lifetime with remainder to the son’s 
descendants. However, within this broad 
framework he desires to make the fol- 
lowing specific distribution of his as- 


sets: 


(1) goods and chattels outright to his 
wife; 

(2) company business outright to the son; 

(3) residence to be held as an asset of 
the wife’s trust with the right given 
her to direct its sale; 

(4) life insurance to his wife under op- 
tions with power to appoint so as 
to qualify it for the marital deduc- 
tion; 

(5) oil lands, now under mineral lease 
and having a very great potential 
value, equally to each trust; 


(6) cash bequests of $10,000 each to two 
sisters. 


Mr. Long’s will would thus embody 
the following provisions: 


DecemBER 195] 


ARTICLE ONE 


Provision for the payment of all taxes 
assessed by reason of his death as ad- 
ministration expenses. 

ARTICLE Two 


1. Bequest of goods and chattels to wife. 


2. Bequest of stock in close corporation 
to son. 

3. Bequest of $10,000 to each of two 
sisters. 


ARTICLE THREE 


1. Bequest of all nonqualifying assets 
to Trust B (to eliminate nonqualify- 
ing assets, if any, from further con- 


sideration). 
Bequest of residence to Trust A. 


bo 


To Bankers 


3. Bequest of one-half interest in oil 
land to Trust A. 

4. Bequest of one-half interest in oil 
land to Trust B. 


ARTICLE Four 


Bequest of residue of estate remaining 
after payment of all debts and taxes as 
provided under Article One to the trustee 
of Trust A and Trust B as follows: Trust 
A to receive that fractional share of all 
property passing under Article Four which 
will be required to obtain the maximum 
marital deduction (50% of the adjusted 
gross estate reduced by the value of prop- 
erty passing to the wife other than under 
Article Four). Trust B to receive the re- 
maining fractional share of property pass- 
ing under Article Four (or entire share 
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of residue if wife predeceases the testa- 
tor). Such fractional shares are to be 
computed on the basis of final Federal 
estate tax values with all distributions to 
be made on the basis of the fractional 
shares thereby determined. 


The broad outline of Mr. Long’s es- 
tate plan has been carried into effect 
through the specific bequests made un- 
der Articles Two and Three. Under the 
provisions of Article Four the,remain- 
s arti- 







ing estate which passes 


cle will be divided betwee A and 
Trust B in such proportion t ne frac- 
tional share transferred to T#Mt A will 


be the exact share required to secure 
the maximum marital deduction with- 
out overfunding Trust A. 


Suppose that Mr. Long dies soon after 
execution of his will and that the date 
of death values are identical with those 
shown above. After deducting probate 
expenses of $30.000, the adjusted gross 
value of Mr. Long’s estate amounts to 
$700,000. Under the residue formula 
in Article Four, Trust A will receive that 
fractional share of the residue which. 
when added to all other qualifying inter- 
ests passing to the wife, will give the 
estate the maximum marital deduction. 
Such fractional share would be deter- 
mined as follows: 


One-half adjusted gross 


estate $350,000 
Less property passing to 
wife other than under 
Article Four: 
Goods and chattels  $ 5,000 
Insurance 50,000 
Residence 50,000 
One-half oil lands 30,000 
Joint property 15,000 150,000 
Balance required for maxi- 
mum deduction $200,000 


The total amount passing under Arti- 
cle Four, based upon Federal estate tax 
values, is determined as follows: 





Total gross estate $730,000 
Less: Probate expenses $30,000 
Federal estate tax 73,300 
Inheritance taxes 15,800 
Property held jointly 
with wife 15,000 
Bequest of goods and 
chattels 5,000 
Bequest to son 50,000 
Bequest to sisters 20,000 
Bequest of residence to 
Trust A 50,000 
Bequest of oil lands to 
Trust A 30,000 
Bequest of oil lands to 
Trust B 30,000 369,100 
Property passing under 
Article Four $360,900 


Thus, the fractional share of the prop- 
erty passing under Article Four which 
must be transferred to Trust A to obtain 
the maximum marital deduction is 200.- 
000 divided by 360,900, or slightly more 
than 55‘,. This share of the total fair 
market value of assets at time of dis- 
tribution will be assigned to Trust A 
by the executor and the balance will at 
the same time be transferred to Trust B. 


Summary of Advantages 


Krom the foregoing illustrations it 
can be seen that the residue formula 
(a) permits allowance of the maximum 
marital deduction without resorting to 
algebra or trial and error computations: 
ib) avoids capital gain problems upon 
distribution; (c) eliminates or reduces 
the possibility of family differences by 
giving the wife and children the same 
quality of interest in the estate; and 
(d) apportions any increase or decrease 
in the value of the estate prior to the 
time of actual distribution by the execu- 
tor between beneficiaries in the ratio of 
their respective interests. It cannot be 
too strongly emphasized that the residue 
formula provides a very simple and 
natural solution to the 
problem of how to apportion an in- 
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crease or decrease in the aggregate 
value of an estate during the period of | 
probate. Instead of relying upon a pro- , 
vision requiring that assets distributed 
in kind be valued for such purpose at 
lederal estate tax values. which places 
upon the executor full responsibility for 
making an equitable distribution, the 
residue formula automatically appor- 
lions any such increase or decrease in 
the ratio established by the provisions 
of the testator’s will. 

The duties and responsibilities of an 
executor are among the most exacting 
known to the law: he must collect all 
the assets of the decedent: defend the 
estate against improper claims; raise 
cash to meet expenses: prepare numer- 


‘ous appraisals, inventories. reports and 


accountings: intricate returns 


for the various taxing bodies: and fi- 


prepa re 


nally. he must make distribution of the 
remaining assets in accordance with the 
provisions of the will. These problems. 
intricate and involved though they may 
be, are the type of problems the execu- 
tor is, or should be. equipped to handle. 
lt is earnestly hoped that the executor 
will not also be required to act as arbi- 
ter of conflicting family interests. That 
function, through appropriate language 
in his will. belongs to the testator. 


Bank Holds Eighth Estate 


Seminar 


Some 200 lawyers. accountants and 
underwriters attended on December Ist 
the eighth annual seminar of wills and 
estates sponsored by the First National 
Bank of New Rochelle. N. Y. Emanuel 
Saxe, chairman of the accounting de- 
partment of the City College of New 
York. discussed “Estate Accounting.” 
and Westchester Surrogate’s Court 
Clerk Elmer L. Fingar outlined a “Will 
for a Man of Modest Means.” 

This year’s seminar was featured by 
a skit, presented by members of | the 
local bar association, entitled “I Asked 
for a Will and You Tell Me Riddles.” 
It was adapted from a similar presenta- 
tion of Chicago Bar Association mem- 
bers at the American Bar Convention in 
September. The plot concerned the prob- 
lems of a sole proprietor seeking a will 
from his lawver. The legal answers were 
generously interspersed with humor. 

Vice president and trust officer Joseph 
P. Cummings presided over the seminar. 
which has become increasingly popular 
with the local estate technicians. 
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@ Standard Federal Tax Reports—Old law, new 
law, the accepted reporter on federal taxes for 
revenue—‘‘for the man who must have everything.” 
Swift weekly issues report and explain unfolding fed- 
eral tax developments. Current subscription plan in- 
cludes 7 loose leaf Compilation Volumes and com- 
panion Internal Revenue Code Volume. 
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VY Federal Tax Guide Reports — Concise, compact, 
understandable, here is the dependable reporter on 
the federal taxes of the ordinary corporation, the 
average individual, partnership, or business. One 
loose leaf Compilation Volume and matching Internal 
Revenue Code Volume included without extra charge 
to start new subscribers off on the right foot. 


@ 1952 CCH Federal Tax Course—Authentic tax training, brush- 
up, and reference course in one handy volume. Explains federal taxa- 
tion, with emphasis on income tax and withholding collection methods. 
Revenue Act of 1951 reflected throughout the text, with new rates 
and provisions in problems and solutions, examples, and the like. 
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Aldrich Offers Anti-Inflation 
Program 


The recent slackening in inflationary 
pressures affords no basis for self-com- 
placency but must be supplemented by 
strengthening of the Federal Reserve 
Board’s powers to regulate the nation’s 
credit, in the opinion of Winthrop W. 
Aldrich, Chairman of the Chase Nation- 
al Bank of New York. Speaking Novem- 
ber 15th before the Austin Chamber of 
Commerce, Mr. Aldrich declared that 
free enterprise can meet and overcome 
current inflationary forces if sound 
measures aimed at curbing the flow of 
money and credit are allowed to oper- 
ate under the control of the Federal 
Reserve System. To this end. he advo- 
cated passage of the Douglas Resolution 
which would vest primary control of 
credit in their hands and, by making 
Treasury actions conform to Reserve 
policy, remove political influence and 


pressure from the Federal Reserve 
Board. 
Mr. Aldrich then reviewed in detail 


the factors which, in his opinion, must 
be controlled to forestall further destruc- 
tive effects upon our economic position. 
He viewed with considerable alarm the 
large increases in the volume of private 
installment financing (now $20 billion 
or four times the post World War II 
total) and government real estate lend- 
ing (now around $50 billion). Disere- 
tion in purchases and larger personal 
savings should be stimulated by educa- 


tion. Mr. Aldrich suggested a sales tax 
to supplement personal income taxes if 
necessary to raise further revenue or 
curb spendable income. A substantial 
increase in the rate on Series E De- 


fense Bonds would also attract more 
personal savings. 
The Federal Reserve should reduce 


the amount of credit available and avoid 
additions to securities portfolios, by 
increase of the discount rate, if neces- 
sary. The basic problem, according to 
Mr. Aldrich, is to induce the American 
people to spend less.and save more, and 
firm control of credit and monetary pol- 
icies by the experienced heads of our 
central banking system offers the best 
means of avoiding the pitfalls along the 
inflation road. 


A A A 
Pension Funds Seen Source 
of Mortgage Money 


the 
rapidly growing investment pool in the 


Pension funds are today most 
nation, with resources exceeding $10 
billion, and as their growth continues 
it is likely that acceptable methods of 
servicing mortgage loans will permit 
them to enter this field, said Aubrey 
M. Costa, president of the Mortgage 
Bankers Association of America. speak- 
ing last month in New York City before 
the Conference 
ments for Pension Funds sponsored by 
The Magazine of Building. Despite the 
tremendous construction volume of the 
750.000 homes are 


on Mortgage  Invest- 


last decade, about 











BANK CORRESPONDENTS SCHOOL 


Shown above is one of the banking machines exhibited at The First 


of Bank 


Chicago’s Fifth Annual Conference 


Bank of 
Hotel. 


National 


Correspondents at the Morrison 


November 26-27. More than 1,000 bankers from 37 states and Canada attended the school 
to consider topics of current importance to the banking business. The subjects covered 
were chosen by the bankers in a poll conducted last August. 


needed annually to match population 
growth and destruction, plus an equal* 
number which should replace temporary 
and substandard construction. 

The traditional 
of mortgage money 


institutional lenders 

the life insurance 
companies, savings banks, savings and 
and will 
doubtless remain active in this preferred 
field but there will be a need for other 
sources and the fast-growing pension 
funds are the logical candidates. Mr, 
Costa, who is also president of the 
Southern Trust and Mortgage Co., 
Dallas. that the mortgage 
banker could work out means of serviec- 


loan associations others 


suggested 


ing the loans by handling all the de. 
tails in conjunction with a title or trust 
company, the pension fund receiving 
periodical checks. The account would 
be subject to audit by accountants for 
the protection of the fund managers. 
Under this or another mutually agree. 
able arrangement, said Mr. Costa. the 


fund 


satisfactory 


pension managers could obtain 


safety and yield without 
setting up their own organizations to 
handle the increased volume of clerical 
and bookkeeping work inherent in ser- 


vicing mortgages. 
A A A 
Tarheel Trustmen Meet 


The Fall meeting of the North Caro- 
lina Trust Section was held at Greens- 
boro on October 5-6. with some seventy 
members and guests present. Featured 
speaker at the dinner meeting was Wil- 
liam H. Shupert, of the Philadelphia and 
Boston investment counsel firm Studley. 
Shupert & Co. His subject was invest 
ments. 

The business session on the following 
over by Section 


morning. presided 


Chairman E. B. Crow. vice president 
and trust officer of Branch Banking & 
Trust Co.. Wilson. heard an address on 
valuation of closely held stock by W. 
H. Westphal, partner in the local ae: 
counting firm of A. M. Pullen and Co. 
A A A 
Maine Fiduciaries Elect 
Sheldon F. 


Bar Harbor Banking and Trust Co. 
was elected president of the Corporate 


Goldthwait, president of 


Fiduciaries Association of Maine at its 
annual meeting on November 15. After 
serving as secretary-treasurer of the as 
for many \ Alden H. 
Sawyer, vice president of National Bank 


sociation years. 
of Commerce, Portland, was named vice 
president. He is succeeded by Philip R. 
Powers, assistant trust officer of | the 
same bank. 
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WHERE THERE'S A WILL 


WILLIAM N. REYNOLDS, tobacco mag- 
nate and harness racing enthusiast, left 
a million dollars to Wake Forest College 
and an eleven hundred acre park to For- 
syth County and Winston-Salem. Setting 
aside 10,000 class .B shares of R. J. 
Reynolds stock to maintain the park, 
the owner of the 1933 Hambletonian win- 
ner provided an additional $100,000 to 
make permanent improvements. The resi- 
due of the estate, which is estimated to 
exceed $10,000,000, is entrusted to the 
executors for distribution of the income 
to charities. Twenty per cent of the in- 
come must be added to the principal of 
the Z. Smith Reynolds Foundation until 
it reaches $50,000,000, and the remaining 
income will be paid out in the discretion 
of the fiduciaries, who are Mr. Reynolds’ 


grandnephew, private’ secretary and 
Wachovia Bank and Trust Co. 
JOHN WILKINSON, co-founder with 


Henry Ford of the American Society of 
Automotive Engineers and inventor of 
the air-cooled internal combustion engine 
in 1902, left his entire estate to Mer- 
chants National Bank and Trust Co. of 
Syracuse in trust to pay the income to 
his wife for life. Thereafter the fund is 
divided into three equal 
two to be continued in trust for the re- 
spective benefit of the auto  pioneer’s 
daughter and daughter-in-law, and the 
third to be distributed to the children of 
a deceased daughter. Mr. Wilkinson in- 
dicated that the two trusts should be 
substantially similar in the kind and 
identity of assets. The trustee is author- 
ized to make payments out of principal 
of all three trusts created by the will 
if the income is insufficient to meet “any 
unusual or serious emergency due to ill 
health or misfortune.” The bank is also 
named sole executor. 


to be shares, 


LEONARD SCHULTZE, internationally 
known architect who designed and super- 
vised construction of the Grand Central 
Terminal, Waldorf-Astoria Hotel and 
other notable edifices, bequeathed his per- 


FIDUCIARY 


FOR : 


ey Me 


sonal effects to his wife and then estab- 
lished a trust in “an amount equal to 
50% of my adjusted gross estate for 
Federal estate tax purposes, as defined 


by Section 812 (e) (2) (A) of the 
Internal Revenue Code, as amended 
by the Revenue Act of 1948.” Mrs. 
Schultze will receive the income there- 


from for her life and at her death the 
trustees — a nephew and Bankers Trust 
Co. of New York, also named executors 
— will pay over the principal “to such 
persons or corporations, including the 
executors or administrators of her estate, 
and in such shares and proportions, in 
trust or otherwise, as my said wife shall, 
by her Last Will and Testament, validly 
limit and appoint.” The other 50% of 
the residuary estate is also to be held 
in trust for the widow’s life benefit, with 
the principal thereafter to be continued 
in separate trusts for two daughters, the 
remainders passing to their respective 
children. 


FREDERICK S. CrRoFTS, head of the 
leading textbook publishing firm bearing 
his name until its sale to D. Appleton- 
Century, bequeathed $10,000 scholarship 
funds to Manhattanville College of the 
Sacred Heart (New York), Union Col- 
lege (Schenectady) and Cornell Uni- 
versity (Ithaca). Cornell also receives 
$50,000 the income of which is to be used 
for the benefit of the University Press. 
A like legacy goes to Union College for 
its library. After $5,000 bequests to two 
nieces, Mr. Crofts left the residue of 
his estate in trust, with his wife and 
Guaranty Trust Co. of New York, as 
executors and trustees to pay her the 
income for life. The principal will go 
to Cornell for its library’s income benefit; 
principa! is not to be expended except for 


construction purposes. 


ROBERT PYLE, world authority on rose 
growing and winner of the American 
Rose Society’s Gold Medal for “service 
to the rose,” placed all of his residuary 
estate in trust for his wife, but divided 
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it into two parts. As to one-third thereof 
before taxes, she is to receive so much 
of the principal, as well as the income 
as she requests from time to time from 
the trustees — Provident Trust Co. of 
Philadelphia and two individuals, also 
appointed executors. Any balance remain- 
ing at her death is to be paid over as 
Mrs. Pyle “may appoint by will con- 
taining a specific reference to this power, 
to her own estate, or to and among such 
persons, in such amounts, for such 
estates, or upon such trusts, as she may 
designate.” Taxes are to be paid out of 
the other two-thirds from which the 
widow will receive the income and so 
much of the principal as the trustees 
deem reasonably necessary for her com- 
fort, support and maintenance, and to 
meet emergencies.- Upon Mrs. Pyle’s 
death, the principal of this portion and 
any unappointed principal of the first 
named share will be divided among rela- 
tives, Societies of Friends and Swarth- 
more College in percentages depending 
on whether the amount available for dis- 
tribution is under $5,000 or between 
$5,000 and $10,000 or over that figure. 
To avoid forced liquidation of his rose 
growing company’s stock, Mr. Pyle au- 
thorized his trustees to retain the resid- 
uary estate following his wife’s death 
until such time as orderly liquidation is 


completed but not for more than 21 
years. 
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TRUST PERSONNEL CHANGES 


CALIFORNIA 


Los Angeles — 
Samuel B. Burn- 
ham, trust officer 
of UNION BANK & 
Trust Co., has 
been promoted to 
assistant vice pres- 
ident. 

Mr. Burnham, a 
member of the Cal- 
ifornia State Bar, 
started his banking career with the Com- 
merce Trust Co. of Kansas City, and 
subsequently was associated with the 
Bankers Trust Co. of New York and, 
from 1927 to 1940, with the trust de- 
partment of Security- First National 
Bank of Los Angeles. Later he was trust 
officer and then vice presi§ent of the 
First National Trust & S;Mings Bank 
of Santa Barbara before befPming asso- 
ciated with Union Bank in "p50. 
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San Wiego— Ken- 
neth S‘ @WValker has 
been elected vice 


presigent and trust 
office? of SECURITY 
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Le & SAVINGS 
BAN q to work with 















P. J, jHoffman, also 
vice resident and 
yfficer, in the 

od trust de- 

For over 


K. S. WALKER 


has been in trust wor 
Central Hanover Bank 
New York in 1930. Aft 
“War he was honorably rged as a 
Lieutenant Colonel and i 46 returned 
to Central Hanover to take tharge of the 
trust department in their Plaza office, 
from which position he resigned in Jan- 
uary 1950 to move to California. 


in 
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CONNECTICUT 


Waterbury—Donald B. Moore was 
elected assistant trust investment officer 
at COLONIAL Trust Co. Mr. Moore had 
formerly been an account manager with 
OLD CoLony Trust Co., Boston. 


FLORIDA 


Miami — Alfred 
W. Thompson, as- 
sistant trust officer 
at SECURITY TRUST 
Co. since last June, 
has been advanced 
to trust officer. 
Prior to joining Se- 
curity, Mr. Thomp- 
son was assistant 
trust officer of 
Howard National Bank & Trust Co., 
Burlington, Vermont. He is a graduate 





A. W. THOMPSON 


an 
-~ 
~] 
— 


of the Wharton School, University of 
Pennsylvania, and was with United 
States Trust Co., New York, for eleven 
years. 

Orlando—CENTRAL TITLE & TRUST Co. 
advanced Thomas F. Corbett to vice 
president and assistant trust officer, and 
appointed Robert D. Timson (attorney) 
an assistant trust officer. 


GEORGIA 


Atlanta — Joseph K. Heyman, who 
served TRUST COMPANY OF GEORGIA as 
economic adviser in a consulting capacity 
for a number of years, has been elected 
a vice president of that company to di- 
rect the economic and investment anal- 
ysis department, which is being expanded 
into an independent department. Long an 
important adjunct to the trust depart- 
ment, the expanded facility will continue 
to provide investment analysis. 


Mr. Heyman received his A.B. degree 
from the University of Georgia in 1928 
and a degree of Master of Business Ad- 
ministration from the Harvard Graduate 
School of Business Administration, in 
1930. For approximately two years, Mr. 
Heyman’s column on Southeastern eco- 
nomic trends and developments was car- 
ried in the leading newspapers of the 
region, including the Atlanta Jowrnal 
and the Atlanta Constitution. 


ILLINOIS 


Chicago — Howell W. Kitchell, vice 
president, is among the officers of Con- 
TINENTAL ILLINOIS NATIONAL BANK & 
Trust Co. who will retire at the end of 
the year. Mr. Kitchell has been in the 
trust department of Continental Illinois 
and predecessor banks for more than 42 
years. He is a life member of the Law 
Club of Chicago. 


Chicago—LA SALLE NATIONAL BANK 
appointed Harry A. Thomson a trust of- 
ficer. A graduate of the Wharton School, 
University of Pennsylvania, Mr. Thom- 
son was formerly in the trust department 
of CONTINENTAL ILLINOIS NATIONAL 
BANK, Chicago. 


INDIANA 


Lawrenceburg—Anthony C. Hassmer, 
executive vice president, cashier and 
trust officer, has been elected president 
of AMERICAN STATE BANK to succeed the 
late Louis F. Rodenberg. Thomas F. 
Stahl, Jr., was made vice president and 
trust officer. 


MASSACHUSETTS 


Boston—See Waterbury, Conn. 

New Bedford—Frank Simpson has 
been advanced to senior vice president 
and trust officer at First NATIONAL 


BANK. Mr. Simpson is also a director. 


MISSOURI 


St. Louis—John Klute, cashier and 
trust officer of NORTHWESTERN NATIONAL 
BANK, has been named a director of the 
bank. ‘ 


NEW JERSEY 
Newark- 
changes at 
ARD SAVINGS INSTI. 
TUTION are the fol- 
lowing: J. Wallace 
Scanlon promoted 
to vice president 
and trust officer; J, 
Fred Sinn and Ed. 
ward R. Wilpuetz 
to secretary and 
treasurer, respectively; William C. Grimn 
elected comptroller; Henry W. Mueller, 
former tax clerk and estate analyst, has 
been named assistant comptroller and 
assistant secretary; and Walter N. Hov- 
land appointed assistant public relations 
officer. Mr. Scanlon is a member of the 
Trust Committee of the New Jersey 
Bankers Association, and is also presi- 
dent of the Life Insurance and Trust 
Council of North Jersey. 


-Among 
How. 





J. WALLACE SCANLON 


NEW YORK 


New York—CHASE NATIONAL BANK 
announced the promotion of Daniel A 
Cahalane, John J. Shea and Eugene C 
Wyatt to second vice presidents in the 
trust department, and the appointment 
of Albert C. Bossert, Emil R. Holls and 
George C. Huneke as assistant 


in the trust department. 


New York—Lindsay Bradford, elected 
vice chairman of the board with chief 
executive powers at City BANK FARMERS 
Trust Co., was succeeded as president by 
Richard S. Perkins, who has been ex- 
ecutive vice president since March. Mr. 


cashiers 





RICHARD S. PERKINS 


LINDSAY BRADFORD 


Perkins is the son of the late James H. 
Perkins, who was president of City Bank 
Farmers Trust Co. and its predecessor 
institution, the Farmers Loan & Trust 
Co., from 1922 to 1936, and was subse 
quently chairman of the board of both 
the trust company and the National City 
Bank of New York, its affiliate. Mr 
Perkins has had long experience in the 
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Wood, Struthers & Co. and then a part- 
ener of Harris, Upham & Co. 


| New York—At Fipuciary TRusT Co., 
Robert J. Gill has been promoted to trust 
officer, John C. Mott made research offi- 
cer, and Harold W. Fowler made invest- 
ment officer. 




































and 
IONAL 


f the Rochester—Bruce Percy became asso- 


ciated with the CENTRAL TrusT Co. as 
trust officer. He formerly had been trust 
officer at GENESEE VALLEY TRUST CoO., 
where he had 29 years of service. 


mong 

How.| Rochester—Arthur S. Carruthers, as- 
Inst. | sistant trust officer of LINCOLN ROCHEs- 
e fo|.] 728 TRUST Co., has been advanced to 


allace} assistant vice president. Mr. Carruthers 
moted| has been with the bank since 1944. 
sident 


er; J. 
OHIO 


d Ed. 
puetz Cleveland—Wil- 
and liam C. Way has 
7rimn been elected vice 
eller, 


president of CEN- 





i, has TRAL NATIONAL 
and BANK. A. former 
Hov. president of the 
itions American _Insti- 
f the tute of Banking, 
ersey Mr. Way has head- 
presi- WILLIAM C. Way ed the bank’s cor- 


Trust trust division. 


Dover—E. F. Wible, secretary, treas- 
urer and trust officer of REEVES BANKING 
& Trust Co., heen vice 
president. 


porate 


—— has elected a 
SANK 


el A. 


ne C.| Mt. Vernon—-Paul A. Warner resign- 
1 theJed as executive vice president, cashier, 
ment|trust officer and secretary of KNox 


CouNTy SAVINGS BANK to become presi- 
dent of Oberlin Savings Bank. 


; and 
hiers 


ected PENNSYLVANIA 
chief 
mers| Phialdelphia—Frank T. Howard has 


been appointed assistant vice president 
of LAND TITLE BANK & TrRusT Co., 
formerly having been trust officer. 


Pittsburgh—Ken- 
neth C. Hewitt 
made a_ vice 
president in the 
trust department 
of MELLON Na- 
TIONAL BANK & 
Trust Co. (Report- 
ed last month.) 

York — DROVERS 
& MECHANICS Na~- 
TIONAL BANK elected Arlington W. Gir- 
ton assistant to the president in addition 
to continuing as assistant trust officer. 


nt by 
1 ex 
Mr. 


was 
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City 


WASHINGTON 


Tacoma—Robert B. Gordon has been 
Mr.| appointed cashier at PuGet SounD Na- 
) the{TIONAL BANK, where he has for the past 
with ( few years served as trust officer. 
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NEW LOOK IN FINANCIAL HOMES 





Trust Department quarters on mezzanine floor of new Atlantic National Bank building in 

Jacksonville. Fla. Safe Deposit, Main Lobby and other departments are accessible by 

elevator. The four story addition was designed to take three more stories at a later date 

and the adjoining original nine-story building has been completely modernized. Among 

the innovations are a reference table with directories in the main lobby and a row of 

stand-up booths in the Safe Deposit vault for those who need only momentary use of 
their boxes. 
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Banks seeking trust executives, and 
personnel desiring new opportunities 
are invited to make free use of this 
column, addressing correspondence 
to “T & E,” attention Employment 
Exchange and code number. 


Attorney, 41, member of New York 
law firm, counsel to a bank with exten- 
sixe trust business, desires to place his 
15 years of specialized experience in trust 
and estate administration and taxation 
at the disposal of a trust department. 
112-1. 

Small but progressive department in 
Rocky Mountain region seeks a young 
man with some general trust experience 
who can qualify immediately or shortly 
for title of assistant trust officer. $3,600- 
$4,200 to start. 112-2. 

Executive in leading trust institution 
for more than 20 years seeks responsible 
position to capitalize on his well rounded 
experience for new business and organ- 
ization development. Has legal as well as 
public relations background. 112-3. 

Trust department in Southeastern 
Ohio city of 40,000 seeks trust officer ex- 
perienced in estate administration, estate 
planning and taxes, plus some knowledge 
of investment review procedure. 112-4. 

Trust department in Texas bank, with 
rapidly growing business, desires the 
services of a young man, preferably an 
attorney, with some experience in per- 
sonal trust administration. 112-5. 





Attorney, 35, now handling all phases 
of trust and estate administration, both 
banking and legal, plus tax aspects, seeks 
broader opportunity and responsibility 
as trust administrator with progressive 
institution, preferably in Florida or 
Southwest. 112-6. 


Corporate trust officer, preferably with 
legal training, wanted for trust depart- 
ment in mid-western city. See ad below. 


Lawyer, 34, experienced in estate and 
trust administration, court accountings, 
estate and gift taxes, desires position 
with trust company. 9-3. 


A A A 


RIDER HEADS HOSPITAL 


Harold E. Rider, president of STAM- 
FORD (Conn.) TRUST Co., has been elected 
president of Stamford Hospital, which 
has under way a $2 million modernization 
program which will increase bed capac- 
ity by 32 per cent. 


CORPORATE TRUST 
OFFICER 
A man to assume charge of Corpo- 


rate Trust section of rapidly grow- 
ing Trust Department in  mid- 


western city. Preferably with legal 


training. Must be familiar with 
requirements of Trust Indenture 
Act, Federal securities laws, stock 
transfer, other corporate functions. 
Age 35-45. Submit complete resume 
and photo to Box H-112-7, Trusts & 
Estates, 50 E. 42nd Street, New 
York 17. 
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BANK MERGERS & 
CHANGE OF NAME 


Buffalo — Jamestown & Syracuse, N. 
Y.—MARINE MIDLAND Corp. of Buffalo 
has acquired the stock of SYRACUSE 
TrusT Co., but no change is planned in 
the name of the latter. Present members 
of the Board are to continue to serve as 
directors. Harry W. Davies, president of 
SYRACUSE TRuUsT Co., announced that 86,- 
104 shares of Syracuse Trust capital 
stock have been deposited in exchange 
for MARINE MIDLAND Corp. 


The stock of NATIONAL CHAUTAUQUA 
COUNTY BANK and of the UNION TRUST 
Co. (both of Jamestown) has been ac- 
quired by MARINE MIDLAND Corp. 


Portland, Ore.—PoRTLAND Trust & 
SAVINGS BANK changed its name _ to 
PORTLAND TRUST BANK, effective Decem- 
ber first, for the purpose of simplifica- 
tion and to conform to common usage. 
As the change does not affect policies or 
activities, there will be no need to amend 
trust instruments, will or other docu- 
ments in which the old corporate title 
appears. 


New York, N. Y. (Staten Island) — 
WEsT NEW BRIGHTON BANK and STATEN 
ISLAND NATIONAL BANK & TrusT Co., 
Port Richmond, consolidated under the 
charter and title of the latter and a 
branch established at West New Brigh- 
ton. 


Philadelphia, Pa.—Under a consolida- 
tion plan to be voted on by stockholders 
in January, City NATIONAL BANK will 
be merged into the CENTRAL-PENN NaA- 
TIONAL BANK. C. A. Sienkiewicz, presi- 
dent of Central-Penn, will be president 
of the combined ‘bank, and William H. 
Fass, president of City National, will be 
vice president. 


Philadelphia, Pa. — Stockholders of 
PENNSYLVANIA COMPANY FOR BANKING 
& TRUSTS and the NORTHEAST NATIONAL 
BANK last month approved a merger of 
the two institutions under the former’s 
name. The three offices of Northeast Na- 
tional will be branches of the Pennsyl- 
vania Company, making a total of 23 
offices in the metropolitan area. All offi- 
cers and employees will be continued in 
their present duties. Assets will now 
total more than $700 million. 


A A A 
IN MEMORIAM 


LINCOLN E. BARBER, vice president of 
RHODE ISLAND HOSPITAL TRUST CoO., 
Providence, and former president of 
Rhode Island Bankers Association. 

EDWARD HAMILTON BRYSON, vice presi- 
dent and trust officer of CITIZENS Na- 
TIONAL BANK, Petersburg, Virginia. 

WILLIAM G. DAHL, assistant vice presi- 
dent in the trust department of LA 
SALLE NATIONAL BANK, Chicago. 

ANDREW W. LYONS, assistant trust of- 
ficer of the Fresno branch of SECURITY- 
First NATIONAL BANK, California. 

RICHARD G. PAGE, vice president in 
charge of corporate trusts at BANKERS 
Trust Co., New York City. 

LAWRENCE A. THOMAS, assistant trust 
officer, VALLEY NATIONAL BANK, Phoenix, 
Arizona. 

JOHN J. TUNNICLIFF, III, assistant 
trust officer of CITIZENS NATIONAL TRUST 
& SAVINGS BANK of Los Angeles. 

A A A 

New York, N. Y.—A class of 24, larg- 
est in the 137-year history of CHEMICAL 
BANK & TrusT Co., entered the bank’s 
Quarter Century Club last month at a 


dinner at the Waldorf-Astoria. 











Site of Old Fort Shelby 


TRUST SERVICE EXCLUSIVELY 


Detroit Trust Company, with its many years of experience 
in every phase of trust business, is especially qualified 
to serve in any situation requiring a Michigan fiduciary. 


DETROIT TRUST COMPANY 


FORT STREET at SHELBY 


DETROIT 31, MICHIGAN 


50 Years of Trust Experience 
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A. B. A. Trust Division 
Committee Chairmen Named 
President Joseph W. White of the 
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Trust Division, American Bankers Asso-} “If 
ciation, has named the following commit-] Sou’ 
tee chairmen for the year 1951-1952: | folde 
Common Trust Funds: Charles Zuk-f York. 
oski, Jr., vice president and trust officer] peonc¢ 
First National Bank, Birmingham, Ala, or— 
Corporate Trust Activities: Carl E, from 
Buckley, vice president, Chase National lise 
Bank, New York. 
gethe 
Costs and Charges: William G. Cleaver} ~ 
vice president and trust officer, First —_— 
National Bank & Trust Co., New Haven, when 
Conn. of In 
Employees’ Trusts: Carlysle A. Bethel, where 
senior vice president and senior trust form 
officer, Wachovia Bank & Trust Co., Win. those 
ston-Salem, N. C. ments 
Fiduciary Legislation: Paul C. Wag. obtain 
ner, vice president, Fidelity-Philadelphia] comp 
Trust Co., Philadelphia. a lett 
Operations for Trust Departments:} limita 
George C. Robinson, trust operations of-] check 
ficer, Fidelity-Philadelphia Trust Co. ent w 
Relations with the Bar: Leon M. Lit- “WY 
tle, vice president, New England Trust Dias 
one 
Co., Boston. Taal 
Relations with Life Underwriters: ~" 
Thoburn Mills, vice president, National its fe 
City Bank, Cleveland. ment 
Relations with Supervisory Author- sag ™ 
ities: James W. Allison, director, Equit- Bank 
able Trust Co., Wilmington, Del. lext e 
Taxation: William E. Anderson, vice and | 
president and trust officer, Central} @cou 
Trust Co., Cincinnati. sultin. 
Trust Information: Earl S. MacNeill to pre 
vice president, Irving Trust Co., New Mone 
York. 
Trust Investments: Paul I. Wren, vie portin 
president Old Colony Trust Co., Boston. In ea 
Trust Personnel: Evans Woollen, Jr. help | 
chairman of the board, Fletcher Trust An 
Co., Indianapolis. from 
Trust Policies: Richard P. Chapman Estat 
executive vice president, Merchants Na- data « 
tional Bank, Boston. and | 
pages 
A A \ ments 
Marit 
Rhode Island Fiduciaries Eleet| ‘ft ‘ 
At the October 18th meeting of the aon. 
Corporate Fiduciaries Association of tate 
Rhode Island, the following were elected Conne 
for the ensuing year: lax a 
President: Curtis B. Brooks, trust office! of ex; 
of Industrial Trust Co., Providence using 
Vice Pres.: Clarence H. Gifford, Jr. An 
trust officer of Phoenix National Bank subjec 
of Providence make 
Secretary: Kenneth S. Fletcher, assistan'} Peop/, 
trust officer of Providence Union N@} [yn.h 
tional Bank & Trust Co. shown 
Treasurer: Cecil A. Gilroy, trust officer) people 
of Industrial Trust Co., Providence. | dscee 
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ned#trust Booklets Stress Aid for 


(Busy People in Changing Times 


“If the Winds Were Always Sow 
Sou’ West reads the title of a 
folder from Fiduciary Trust Co., New 
York, which explains that “. . . because 
economic winds blow from every quar- 


ter--often with gale force, and even 
from several directions at the same 


time—holding an investment fund to- 
gether calls for organization, effective 
research and, above all. readiness to act 
needed.” \ 


of Initiative occupies the inside pages, 


when action is discussion 
where recognition is given to those who 
form their own investment organization, 
those who try to manage their invest- 
ments in their spare time and those who 
obtain the specialized services of a trust 
company. This material was mailed with 
a letter which pointed out the inevitable 
limitations of a folder and provided a 
check-list of services in case the recipi- 
ent wished further information. 

“When the Boss Is Too Busy 
Money Takes It Easy,” with a line 
drawing of a sheaf of bills sitting with 
its feet on the desk and whistling, draws 
attention to a_ folder investment 
service accounts in use by City National 
Bank & Trust Co., Chicago. The inside 
text emphasized by indented paragraphs 
and headings in green that 
account helps prevent: Money Loss re- 


on 


“such an 


sulting from insufficient attention paid 
to profit-and-loss-taking at year-end .. . 
Money Loss incurred through oversight 

Money Loss that comes from re- 
porting return-of-principal as income.” 
In each case, 
help prevent these losses is stated. 


what the bank does to 


(An attractive, rust-colored pamphlet 
from Irving Trust Co., New York, is 
“Estate and Gift Taxes” which includes 
data on Federal. New York, New Jersey 
and its twelve 
pages the booklet presents brief state- 


Connecticut taxes. In 
ments about Estates subject to tax, the 
Marital Deduction, and the Federal 
Gift Tax, with examples of computa- 
tion. Tax tables cover the Federal Es- 
late Tax; New York, New Jersey and 
Connecticut Estate Taxes; Federal Gift 
Tax and a very useful two-page table 
of examples of estate tax savings by 
using the marital deduction. 

A nice job of presenting the familiar 
subject, “Who are your heirs if you 
make no will?” has come to hand from 
Peoples National Bank & Trust Co., 
Lynchburg, Va. Intestate distribution is 
shown for married, widowed and single 
people. with and without children or 
descendants. Each case is illustrated by 
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Cover illustration of City National of 
Chicago’s booklet cited in text 


solid blue circles, labelled 
Real Estate and one Other Property. 
Each “pie” is then appropriately sliced. 


two one 


Each statement of condition distribu- 
ted by Peoples National Bank of Char- 
lottesville, Va., carries on the cover a 
beautifully drawn pencil sketch of a 
prominent home in the area. A different 
mansion is selected each time. A history 
of the plantation is given on the last 
page, which also lists the services, in- 


cluding trusts and estate planning, 
offered by the bank. 
A A A 


Three-Day New Business 
Program 


A unique approach to trust promo- 
tion will be conducted next month in 
Buffalo Joseph Trachtman, New 
York legal editor of Trusts AND Es- 
TATES. under the sponsorship of Marine 


by 


Midland Group. Inc.. parent organiza- 


tion of banks throughout the State of 
New York. On January 16 and 17. 
Mr. Trachtman will give a_ refresher 
course in estate planning for Marine 
Midland trustmen as well as a few from 
correspondent banks. Commercial offi- 
cers in the Business Development Divi- 
sion will also be invited. It is expected 
that the morning sessions will be de- 
voted to lectures, with the afternoons 
reserved for questions. 

On the 18th, Mr. Trachtman will lec- 
ture before the University of Buffalo 
law class and in the afternoon he will 
address members of the Bar Associa- 
tion in the Western New York area. 
Following dinner Mr. Trachtman will 
speak to local life insurance men. 


A A A 


FPRA Meeting 


(Continued from page 835) 


ties in estate work, the concluding trust 
session was told in an off-the-record talk 
by Joseph Trachtman, member of the 
New York Bar and New York Legal 
Editor of Trusts anp Estates. He said 
that the layman’s thinking is geared to 
his own daily living and to the accumu- 
lation of wealth—the exact opposite of 
what estate planning requires of him. 


Mr. Trachtman discussed the need 
for better relations between trust com- 
panies, the bar, and the public ‘gener- 
ally. The failure in many parts of the 
country to work out a modus vivendi 
between trust institutions and the bar 
was the basic difficulty, he said. 


«Across Canada 


from Coast to Coast 


WITH OFFICES READY TO SERVE YOU AT 


ST. JOHN'S 
HALIFAX 
SAINT JOHN 
QUEBEC 


MONTREAL 
OTTAWA 
TORONTO 
HAMILTON 


CALGARY 
EDMONTON 
VANCOUVER 
VICTORIA 


WINNIPEG 


We invite appointments as Agent to Exec- 
utors of Estates with assets requiring 
administration or transmission in Canada. 


Assets under Administration exceed 


$1,000,000,000 
THE 


ROYAL TRUST 


COMPANY 


HEAD OFFICE 





MONTREAL 








CURRENT LITERATURE NOTES 


Books 


Economic Effects of Section 102: The 
Penalty Tax on Unreasonable Ac- 
cumulation of Profits 
Tax Institute, Inc., Princeton, N. J. 314 pp. 
$5.00. 

The nebulous subject of the economic 
effects of the Section 102 penalty tax on 
the unreasonable accumulation of profits 
is explored for the first time in this vol- 
ume. The Tax Institute Panel Committee 
under the guidance of J. K. Lasser, at 
that time president of the Tax Institute, 
and Professor Alfred G. Buehler and 
Weston Vernon, Jr., chairmen of the 
Panel Committee, devised an ingenious 
scheme for obtaining inaccessible infor- 
mation. Data buried in case histories of 
their clients were tapped through re- 
course to the tax lawyer and tax ac- 
countant. 

Following a preliminary survey of the 
field, a questionnaire was sent to tax 
practitioners in all parts of the country. 
Concurrently, a factfinding panel com- 
posed of fifteen lawyers, accountants, and 
businessmen and two economists met in 
a two-day closed conference to relate and 
examine case histories and to explore the 
economic effects of the provision. The 
results of these various investigations 
were made available to a policy discus- 
sion panel which met some months later. 
The volume contains a verbatim record 
of the two panel discussions and detailed 
summary of the questionnaire results, in 
addition to other supplementary ma- 
terial. 

Some of the effects of Section 102 


most emphasized by participants had not 
been foreseen by the committee planning 
the study, for example, accentuation of 
the business cycle, concentration of bus- 
iness enterprise, and _ discrimination 
against small business. The fear and un- 
certainty caused by the provision were 
repeatedly emphasized by participants. 
Among the other effects noted were pre- 
mature or unwise expansion, debt rather 
than equity financing, sales and mergers 
of business enterprises, and retardation 
of business development. 


Conference on Business Cycles 


National Bureau of Economic Research. New 
York. 422 pp. $6.00. 


Thirty leading economists report in this 
volume their approaches to the intricate 
problems inherent in business cycles. 
These studies, together with comments 
and criticisms, represent the discussions 
sponsored in November 1949 by the Uni- 
versities-National Bureau Committee for 
Economic Research. The behavior of 
profits, investments, and inventories dur- 
ing these periods is also treated and an- 
other section discusses research in con- 
nection with its application to practical 
use in determining business policy. 


While econometric methods are not yet 
sufficiently exact or demonstrable indices 
of business activity, they may have some 
validity in forecasting general turning 
points in the commercial cycle. The seri- 
ous amateur economist and student of 
business will find in this series of papers 
a wealth of thought and interest-provok- 
ing material. 











Ancillary Administration in Michigan 


This bank invites your consideration of its facilities to serve 
in situations requiring ancillary administration in Michigan. 
We also welcome the opportunity to work with out-of-state 


organizations as co-transfer agent, co-registrar and in all types 


of personal and corporate trust capacities. 


MANUFACTURERS NATIONAL BANK 


OF DETROIT 
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American Financial Institutions 


Edited by HERBERT V. PROCHNOW. Pren. 
tice-Hall, Inc., New York. 800 pp. $8.00. 


An up-to-the-minute picture of the his. 
tory, development, theory and functions 
of the various types of American 1iinan. 
cial institutions is here made available 
to college level students in 28 chapters 
prepared by 24 specialists, under the edi- 
torial direction of Herbert V. Prochnow, 
vice president of the First National Bank] 
of Chicago. Each contributor has aimed] Follov 
at covering the fundamentals of his field] under 
with enough history and background to]tions, 
illuminate the picture but without a mass] Comm 
of statistical material. A list of sug-|shoul« 
gested additional readings is appended. |to sa} 
126 0: 


One chapter is devoted to an explan- 
come 


ation of trust functions, both personal 
and corporate, in outline form. In addi- 
tion to the types of financial institutions 
best known to the public, Treasury 
operations and the Federal Reserve Sys. 
tem, as well as credit rating agencies 
and installment credit operations are cov- 
ered. There are also chapters about the 
work of the American Bankers Associa- 
tion and the place of trade associations 
in the financial field. 
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A welcome departure from the usual 
is noted in two chapters on personal 
finance, which contain much sound sense 
and helpful suggestions about budgeting, 
saving and personal financial matters 
such as life insurance and annuities, 
home buying and investments. The last 
injunction of the author is to urge mak- 
ing one’s will and to consult with com- 
petent authority about the need for a 
trust fund. 


Draft 


THESES qu 
ing 

Five theses on trust subjects, written 
by members of the Class of 1951 at The 
Graduate School of Banking conducted 
by the American Bankers Association in 
cooperation with Rutgers University, 
have been accepted for the A.B.A. li- 
brary and will be ready for reference or 
limited circulation after January Ist. 
(Address 12 East 36th Street, New York 
City). The titles and authors are as fol- 


lows: 
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Trusts anp Estates} Dece: 


“Discretionary Powers of Distribution 
Exercised by Trustees,’ Robert Benja- 
min, Guaranty Trust Co. of New York 

“Co-Trusteeship,” Charles M. Bliss, 
Bank of New York & Fifth Avenue Bank 


“Community Property Problems in 
Texas,” J. D. Buckman, Jr., Fort Worth 
National Bank 

“Trust Business Development Organ- 
ization,” Walter R. Hagey, Fidelity-Phil- 
adelphia Trust Co. 


“Security Surcharge Cases in Pennsyl- 
Yyania,” Morton Smith, Girard Trust Corn 
(Sechanee Bank, Philadelphia. 


ARTICLES 







Tax Consequences of Payments to 
Widows 


MELVIN S. FLECHNER. Taxes, 
1951. 


» Pren- 
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A recent Treasury ruling, I.T. 4027, 
declares that payments made by an em- 
ployer to the widow of a deceased officer 
or employee, in consideration of services 
rendered by the officer or employee, are 
includible in the widow’s taxable income. 
Following a review. of the cases decided 
under the previous state of the Regula- 
tions, the author suggests that if the 
Commissioner believes that I.T. 4027 
_Ishould be the law, he should get Congress 
to say so, and at the same time Section 
126 of the Code, relating to accrued in- 
come of a decedent, should be re-drawn. 


‘|Valuation of Closely-Held Stock for 
Federal Tax Purposes 

LYLE R. JOHNSON, ELI SHAPIRO and 
JOSEPH O’MEARA, JR., Univ. of Pennsyl- 
vania Law Review, November 1951. 
Decrying the present double-standard 
‘ia-}approach to valuation that discrimin- 
ates against owners of closely-held stock, 
the authors have sought to evolve objec- 
tive criteria for valuation which will 
function with substantial uniformity in 
publicly traded securities as well as the 
former. Their study examined the extent 
to which quantitative relationships ac- 
count for and thus can be used to esti- 
mate or predict the price of listed stocks 
in terms of reported earnings, dividends 
or book value. The statistical inquiry 
leads to the suggestion of continuing 
factual investigations. 
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DANIEL M. SCHUYLER. Illinois Law Re- 


view, July-August 1951. 

Pointing out that any rational histor- 
ical justification for the presumption 
that the law favors the early vesting of 
estates is gone at least in those jurisdic- 
tions where the rule of destructibility 
has been abolished, this learned paper 
ofers constructive suggestions to drafts- 
men, including the following: (1) never 
rely on the apparently vested character 


sail of future interests to save them from the 
York tule against perpetuities; all future in- 
_ | terests should become possessory with the 
Bliss, period of that rule; (2) do not rely on the 
Bank early vesting rule to avoid intestacy but 
is iN} cover every contingency for which the 
Vorth} testator would want to provide; (3) al- 
Ways suggest and sometimes insist upon 

rgan-| 4 power of sale, with proper safeguards, 
-Phil-# in a life tenant or other trusted person; 


/ (4) to keep property in lineal lines use 
) 
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appropriate language which is usually 
more feasible by creating contingent in- 
stead of vested future interests; (5) to 
avoid seizure by creditors do not create 
a vested interest subject to being divest- 
ed, but rather a contingent interest; (6) 
balance the possible federal estate tax 
advantages of non-transmissible future 
interests against possible inheritance 
tax disadvantages which might be avoid- 
ed by irrevocable vested interests. 


Testamentary Disposition to the 
Trustee of an Inter Vivos Trust 


GEORGE E. PALMER. Michigan Law Review, 
November 1951. 


Professor Palmer reviews the state of 
the law as to the validity of testamentary 
dispositions to living trusts, considering 
first irrevocable and unamendable trusts 
and then amendable trusts. As to the 
latter, special problems arise as to the 
effect of subsequent amendment or revo- 
cation. A suggested statute is set forth 
which would validate bequests to the 
trustee of a written inter vivos trust, 
whether amendable or revocable and ir- 
respective of amendment subsequent to 
the execution of the will, but any writing 
prepared after execution of the will 
which would have the sole effect of dis- 
posing of property at death would be 
disregarded. 


OTHER ARTICLES 


Curtesy in the United States, by 
George L. Haskins: Univ. of Pennsyl- 
vania Law Review, Nov. 

The Mullane Case and Due Process of 
Law (Notice of Common Trust Fund Ac- 
countings), by Nolan W. Carson: Mich- 
igan Law Review, Nov. 

Powers of Appointment Act of 1951, 





ey at 
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CHARLOTTE, NORTH CAROLINA 


by George Craven: Harvard Law Re- 
view, Nov. 

Charitable Gifts of Income and the 
Internal Revenue Code, by Erwin N. 
Griswold, Jbid. 

1951 Powers of Appointment Act, by 
Edward N. Polisher: Dickinson Law Re- 
view: Oct. 


Judicial Attitude Toward Application 
of Cy Pres Doctrine, by Edith L. Fisch: 
Temple Law Quarterly, Oct. 

Practical Consideration of Some Legal 
and Tax Problems in Gifts to Minors, 
by Mayo A. Shattuck: Boston Univ. Law 
Review, Nov. (slightly extended version 
of article in Oct. Trusts and Estates). 

The Subsequent Bondholder and the 
Delinquent Trustee, by Sol Neil Corbin: 
Columbia Law Review, Nov. 


Charitable Trusts for Political Pur- 
poses, Note: Virginia Law Review, Nov. 


DIRECTORY OF PERIODICALS CITED 
Boston Univ. Law Review: 11 Ashburton 
Place, Boston; $1. 


Columbia Law Review: Kent Hall, New 
York 27; $1. 


Dickinson Law Review: Carlisle, Pa., $1. 


Harvard Law Review: 


Mass.; $1. 


Illinois Law Review; Northampton Univ., 
Chicago 11; $1.25. 


Michigan Law Review: Ann Arbor; $1. 

Taxes: 214 N. Michigan Ave., Chicago 
1; 50¢ . 

Temple Law Quarterly: 35 S. Ninth St., 
Philadelphia; $1. 

Univ. of Pennsylvania Law Review, 3400 
Chestnut St., Philadelphia; $1. 


Virginia Law Review: Clark Memorial 
Hall, Charlottesville; $1.25. 


Cambridge, 


pany 


Your headquarters for North Carolina 
fiduciary service—personal and corporate 


Member F.D.I.C.—Federal Reserve System 
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INCOME TAX 


Annual payment of 5% of principal 
considered income to beneficiary where 
net income of trust exceeds amount paid 
out. Taxpayer’s deceased father created 
trust which defined net income as gross 
income received from trust properties, 
less trust expenses, and provided that 
such net income during taxpayer’s life 
be added to principal of trust, and 
thereafter be considered as_ principal. 
Will further provided that trustees were 
to pay taxpayer 5% per annum of fair 
market value of principal of trust, which 
was to be determined annually upon 
appraisal in manner set forth under 
will. In 1944, net income of trust was 
$24,348 and taxpayer received $18,356, 
equivalent to 5% of fair market value 
of trust. Amount was included in tax- 
payer’s income for that year and later 
he claimed refund, on ground that sum 
received constituted bequest of princi- 
pal of trust and not distribution of in- 
come. The taxpayer contended that 
Section 162(d)(1) of Code did not apply, 
arguing that trust here had no distribu- 
table income within meaning of that sec- 


tion. Her theory was that since will 
required that net income received by 
trust be “immediately added to the 


principal or corpus of said trust,’ the 
income was not distributable. 

HELD: Refund denied. Amount 
tributed was income. “Distributable 
come” as defined in Code would apply 
to income of this trust. Since net income 
of trust was more than $24,000 and 
amount distributed was slightly in ex- 
cess of $18,000, amount distributed was 
properly includible in taxpayer’s income. 
Smith v. Westover, U.S.C.A.—9, Oct. 10, 
1951. 


dis- 
in- 


Amount paid by donee of stock as her 
share of donor’s estate tax does not in- 
crease basis of stock in hands of donee. 
Decedent acquired stock in 1939 and 1941 
by gift from her husband, who died in 
1942. In 1945, she sold about three- 
fourths of stock for $136,151, using as a 
“basis” $30,910, cost to donor. In 1946, 
Commissioner determined deficiency in 
husband’s estate tax in amount of $53,- 
979, including stock given to wife on 
ground that transfers were made in con- 
templation of death. Decedent’s share 
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of estate tax, computed under formula 
prescribed by Pennsylvania Apportion- 
ment Act, was $54,311, which she paid 
in 1946. Thereupon, she contended that 
basis of stock which she sold should be 
increased to extent of estate tax paid 
by her. Commissioner disputed her con- 
tention. 


HELD: Commissioner sustained. Par- 
ties agreed that unadjusted basis of 
stock was basis in hands of donor. Es- 
tate relied on Code Section 113(b)(1), 
providing that adjustments are permit- 
ted for “expenditures properly 
chargeable to capital account - 
However, while taxes of donor or trans- 
feror of property which recipient is re- 
quired to pay in order to retain property 
may constitute capital expenditures un- 
der some circumstances, under facts of 
this case estate tax paid in 1943 by de- 
cedent could not be classified as such 
expenditure. Section 827(b) provides 
that in case of property which has been 
sold for adequate and full consideration, 
such property shall be divested of lien 
for estate tax provided in Section 827(a) 
and a like lien shall attach to all prop- 
erty of such spouse, transferee, etc. 
Here decedent had sold property when 
no lien attached thereto, and any pay- 
ment she made in 1946 was not for pro- 
tection of any rights in that property. 
Section 113(b)(1) is not designed to 
allow adjustments to the basis of prop- 
erty for events that occur after year of 
completed transaction. Estate of Levy 
v. Comm., 17 T.C. No. 82, Oct. 30, 1951. 


Gain from sale of property taxed to 
corporation not to stockholder. In anti- 
cipation of avoiding ancillary admini- 
stration proceedings on his estate in 
Florida decedent organized a corpora- 
tion under Alabama laws to hold title 
to property in Florida, and to hold and 
operate his real estate holdings there. 
Charter of corporation stated purpose 
of corporation was to acquire, own, sell 
and otherwise dispose of real estate. De- 
cedent held all stock of corporation, ex- 
cept two qualifying shares, which were 
later endorsed over to him. Corporation 
sold Florida property in June 1942 at 
profit of $28,445. Instead of paying tax 
on this profit, however, corporation 
stated on its return that tax would be 


paid by decedent. Decedent died in No. 
vember 1942, and executors reported 
gain from sale of Florida properties in 
his income. Commissioner held that gain 
realized constituted income to 
tion. 

HELD: sustained. 
poration did not exist merely as passive 
holder of title of property which 
tinued to decedent. Instead, 
there were other purposes, and forma- 
tion of corporation was followed by ac- 
tivities sufficient to constitute a_ busi- 
ness separate from individual taxpayer. 
Est. of Whitfield v. Comm., U.S.C.A.—5, 
Nov. 6, 1951. 


corpora- 


Commissioner Cor- 
con- 
belong to 


Gain from sale of corporate property 
taxable to corporation in spite of liquid- 
ation. Decedent’s estate consisted largely 
of stock in three closely held corpora- 
tions. Executor determined that part of 
decedent’s estate would have to be sold 
in order to pay estate taxes and decided 
to sell two companies. Negotiations with 
prospective purchaser were carried on by 
president of one of corporations pursu- 
ant to instructions from directors. Pur- 
chaser was not interested in acquiring 
stock in corporation but only assets, so 
that he might have higher “basis.” Afte1 
negotiations were completed, corporation 
was liquidated and assets conveyed to 
executor. Commissioner  in- 
from sale in corporation’s 


decedent’s 
cluded gain 
income and corporation paid tax there- 
on. Executor filed claim for refund. 

HELD: Refund denied. Facts 
cated that sale was negotiated by cor- 
poration and that it, and not estate, en- 
joyed gain in the first instance, although 
actual transfer was made by executor 
after corporation was liquidated. St. 
Louis Union Trust Co. (Estate of Stern- 
berg) v. Finnegan, U.S.D.C., E. D., Mo.; 
No. 6784. 


indi- 


ESTATE TAX 

Transfer of stock in close corporation 
for purpose of continuing sound manage- 
ment not made in contemplation of death. 
Decedent, 70, started making gifts of 
stock in closely held corporation to her 
daughter and grandson. Between 1932 
and 1939, she disposed of about 2,067 
shares of common and 187 shares of pre- 
ferred stock. Last of transfers occurred 
years before her 


approximately six 
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eath. Most of stock had been inherited 
fiy decedent from her husband in 1930. 
iy. that time, she made agreement to 
transfer her stock to their daughter. 
Subsequently, she transferred substan- 
tial amount of stock in trust for grand- 
son. Commissioner determined that above 
transfers had been made in contempla- 
tion of death. 


HELD: Commissioner overruled. At 
time of husband’s death, company was 
in precarious financial condition, and its 
required and capable 


recovery strong 


management. Decedent inherited  size- 
_ fable block of stock in business about 
No. which she had little knowledge. Because 
tie decedent’s son also posed problem, she 
e 7 decided to center stock control of busi- 
“= ness in her daughter, whose husband 
— was president and in active charge. All 
' factors substantiated fact that transfers 
wees: to daughter were associated with pur- 
— poses of life and not with death. Metz v. 
COn-} Comm., Douglas v. Comm., T.C. Memo, 
bead Oot. 4, 1951. 
rma- 
r ac-}| (Note: This question would not have 


busi-Jarisen under present law which conclu- 
aver.|sively presumes that gifts made more 
than three years prior to death are not 
made in contemplation thereof. See fol- 
lowing case also.) 
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erty 
yuid- 
‘gely 
Ora- 
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sold 


Gifts made to reward sons for efforts 
in building up business not made in con- 
templation of death. Decedent formed 
equal partnership with his two sons in 
business of selling furniture and jewel- 
‘ided| ry. Subsequently, profits 
with} was changed so that one son received 
n by} 400% and and the other son 
irsu-Jeach 30°. Beginning in 1930, decedent 
Pur-}went to Florida for winters. When at 
ring |home, however, he spent all his time at 
*, SO store. Partnership was increasingly suc- 

1939, just before 


division of 


decedent 


fter} cessful. In December 
ition} decedent left for Florida, and again in 
d t011940 and 1941, decedent had discussions 

in-lwith sons to effect that decedent should 
ion’s | do something for them, on theory that 
lere-Ithey were largely responsible for suc- 
cess of business and for decedent’s finan- 
indi- | cial In September 1941, 


success. dece- 


cor-I dent conferred with his attorney and ac- 
, eN-teountant, and made gifts of $40,000 
ugh | from his capital account in business to 
utor both sons. He also made gift of $15,000 
St. to third son. Decedent was then 72 years 
erm told, and in good health. He died in 1945. 
_ HELD: Gifts were not made in con- 
templation of death. Decedent’s princi- 

pal motive respecting gifts of $40,000 
ition Feach to two sons was to reward them 
age-}for their efforts in building up business. 
ath. | This, together with desire to terminate 
; of} further discussions and harassment and 


hel }restore tranquility in family, were life- 
1932 |time motives. Gift of $15,000 to third 
067 | son made from motive con- 
pre- |nected with life, namely, a desire to help 
rredfhis son in business. Estate of Goldberg 
her he Comm., T.C. Memo, Oct. 14, 1951. 


was also 


\TES | DecemBer 1951 


Refund of estate tax “based on credit” 
bears no interest. Executor filed estate 
tax return in 1939 and showed a gross 
tax liability of $60,271. He deducted 
$7,067 on account of anticipated state 
inheritance taxes. Net tax of $53,203 
was paid. Thereafter, Commissioner de- 
termined deficiency which executor con- 
tested. While proceeding was pending in 
Tax Court, certain contingent liabilities 
of estate were settled, reducing estate 
by some $3,000 and making correct gross 
estate tax $54,136. In 1946, Tax Court 
entered deficiency judgment of $932. In 
computing this amount, no credit was 
allowed for New York inheritance taxes, 
because they had not been paid. Stipula- 
tion provided, however, that executor 
would be entitled to credit in the amount 
of $6,086 upon filing proof of payment. 
Proof was submitted in 1947, and there- 
after Commissioner refunded difference 
between credit and amount of deficiency 
judgment. Commissioner denied right to 
interest on amount refunded. 


HELD: Commissioner sustained. Re- 
fund was “based on a eredit” and not 
on overpayment. Under Section 813(b) 
of Code, interest on such refund is for- 
bidden. Until New York State taxes 
were paid, estate was not entitled to 
credit. If payment had never been made, 
estate would never have been entitled to 
refund. Court refused to follow Court of 
Claims decision in Fahnestock v. United 
States, 95 Fed. Supp. 232. Guaranty 
Trust Co. (Estate of Murphy) v. United 
States, U.S.C.A.-2, Oct. 29, 1951. 


Decedent's interest in partnership in- 
cludible in estate, even though partner- 
ship not recognized for income tax pur- 
poses. In 1925, D. B. Blalock and his wife 
formed partnership for sale of road ma- 
chinery and equipment. Subsequently, 
son and brother of D. B., A. O. Blalock, 
members of partnership. A. O. 
gave notes to each of other partners for 
his interest in business. In 1939, above 
four persons, together with Mrs. Brown- 
ing, entered into agreement for conduct 
of sand and gravel business. A. O. Bla- 
lock’s only contribution to this enter- 
prise came from profits of machinery 
and equipment company, amount of his 
contribution being charged to his account 
in that firm. In 1940, four Blalocks or- 
ganized new business. A. O.’s_ capital 
contribution to this enterprise was $1,000. 


became 


In 1943, Blalocks, together with two 
other individuals, formed partnership 
for purpose of constructing airfields. 


None of Blalocks rendered services to 
this business and capital was all con- 
tributed by 1940 company. Commissioner 
assessed additional estate taxes against 
A. O. Blalock’s estate because of failure 
to include value of his proprietary in- 
terest in three partnerships that were 
operating at his death. 


HELD: Commissioner sustained. De- 
cedent, while not member of partner- 
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ships for income tax purposes, did own 
proprietary interest in firms, and there- 
fore estate taxes were due thereon. 
Blalock v. Allen, U.S.D.C., M.D. Ga., 
Oct. 11, 1951. 


BUREAU RULING 


Section 107 application to partnership. 
In Lindstrom v. Comm., 13 T.C. 686, it 
was held that a new partner could not 
invoke benefits of Section 107 of Code, 
spreading return of income, where 
neither he, as individual, nor partner- 
ship, after he became member of _ it, 
had performed personal services for 
necessary minimum period. Taxpayer 
there was not permitted to count period 
over which individual services of other 
partners were rendered prior to creation 
of partnership in calculating his own 
period for purpose of Section 107. Bu- 
reau, in G.C.M. 25,795, took position that 
Lindstrom decision was applicable to 
Section 107 as amended by Revenue Act 
of 1942, which reduced period from 60 
to 36 months. 

It now holds that income received by 
partner as his share of compensation 
for services rendered by partnership 
over period of 36 months or more is 
subject to allocation over entire period 
notwithstanding part of services was 
rendered prior to partner’s admission. 
G.C.M. 26,993, 1951-22-13686 (p.2). 
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RECENT FIDUCIARY DECISIONS (= 


DISTRIBUTION — Bequest of Residue 
to Named Legatees Lapses as to 
Predeceased Legatee 


Oregon—Supreme Court 
State Land Board v. McCoy, decided Oct. 17, 


1951. 
The residue of the estate was be- 
queathed “to Frank McCoy, Charles 


McCoy and John McCoy, in equal di- 
vision, share and share alike.’”’ The three 
residuary legatees were brothers of 
the deceased husband of the testatrix. 
Frank McCoy predeceased the testatrix 
leaving no heirs at law. It was contended 
by the remaining residuary legatees, 
that Frank’s share devolved upon them. 
It was the contention of the State of 
Oregon that Frank’s legacy lapsed and 
since the testatrix left no heirs, the 
lapsed share became vested in the State 
as an escheat. The trial court held that 
the surviving brothers were entitled to 
the share, basing its opinion of Corbett 
v. Skaggs, 111 Kans. 380. The State 
Land Board appealed. 


HELD: Reversed. Corbett v. Skaggs 
reflected the minority view on the sub- 
ject. The point had already been decided 
in Oregon in Kaser v. Kaser, 68 Or. 153, 
following the majority rule. The will 
under dispute contained no express or 
implied provision for survivorship and 
the law of devolution as provided by the 
statutes of Oregon would apply. When 
persons making wills do not intend a 
lapsed legacy, appropriate language can 
be used in the will to prevent such a 
lapse, or if the legislature desires to 
obviate a lapse, it is within its power 
to so legislate. 


DISTRIBUTION — Provisions for Ck: 
dren made After Execution of W 
Prevent Claim to Intestate Share 










New York—Surrogate’s Court, Queens Cx 
Matter of Stone, N.Y.L.J., Oct. 4, 1951 


33 


Testator executed a will in 1930 


CONTRIBUTI 


ARKANSAS: Philip H. Loh HI—A 
CALIFORNIA: Walter L. Nossaman 


ing his entire estate to his wife. The 
will did not mention or provide for pos- 
sible future children. Two children of 
the testator were born in 1933 and 1935. 
After their birth, the testator made the 
children beneficiaries of insurance pol- 
icies, savings bank trust accounts and 
United States saving bonds amounting to 
over $7,000 for each child. Did these pro- 
visions suffice to bar the children from 
taking their intestate shares under Sec- 
tion 26 of the Decedent Estate Law? 

HELD: The after-born children are 
not entitled to take their intestate shares. 
The provisions made for them after their 
birth constituted settlements within the 
meaning of Section 26. The court reject- 
ed the view first adopted in Matter of 
Stern, 189 Misc. 639 and followed in 
other cases, that in order to bar after- 
born children from their intestate shares, 
the “settlement” must have been made at 
or before the execution of the will. The 
construction placed on the _ statutory 
words “unprovided for by any settle- 
ment” by the Stern case would render 
that phrase useless since it is unlikely 
that a testator will provide for possible 
future children in a settlement made 
before the will when he has failed to 
contemplate the possibility of future 
issue in his will. 


EXPENSES — Attorney for Losing 
Party in Suit to Construe Testa- 
mentary Trust Not Entitled to Fee 
Out of Trust Fund 

U. S. Court of Appeals— 
District of Columbia Circuit 


Caine v. Payne. 


Trustee sued for construction of the 
residuary clause under which it was 
trustee. Appellant and appellees were op- 
posing claimants and as such were joined 
as the defendants. The District Court ad- 
judged in favor of the present appellees 
and the Court of Appeals reversed de- 
ciding in favor of present appellant. Up- 
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on remand the District Court allowed 
attorney for losing parties a fee out of 
the trust estate. 

HELD: Reversed. There is no justifi. 
cation for allowance of a fee out of the 
estate where the attorney’s services did 
not create, enhance, preserve, protect 
or otherwise contribute to the estate. The 
claims of the opposing parties were an. 
tagonistic and each party had its own 
attorney who was bound to serve only 
the selfish interests of those he repre 
sented. 


EXPENSES — Attorneys’ Fees for De. 
fense of Suit to Impress Trust on 
Property of Decedent not Charge. 
able to Estate 


California—District Court of Appeal 


Estate of McSweeney, 107 A.C.A. 199 (Oct, 


29, 1951). 


The only issue on appeal was _ the 
propriety of allowing $8,175 for extra- 
ordinary legal services incurred in re. 
sisting a suit in equity, in which one 
Ryan asserted a claim to the assets of 
the estate by impressing a trust upon 
them. Ryan also sought to impress a 
trust on some property which the de 
cedent had conveyed to Alexander and 
Eleanor Welte during his lifetime. The 
asserted trust was predicated, as to both 
the properties in the estate and those 
conveyed by decedent, on an _ alleged 
agreement between decedent and _his 
wife who predeceased him, that their 
property would go to the survivor and on 
the death of the survivor to Ryan and 
Ryan’s sister. 

HELD: The expense was not properly 
allowed since it would result in charging 
against the estate (in which person: 
other than Alexander and Eleanor Welt 
were interested) exnenses which were of 
concern only to those two devisees. 


NOTE: The language of the cour 
might seem to go so far as to disallow 
such expenses in all cases. So applied 
it is believed that the principle ar 
nounced would reach an erroneous re 
sult. For example, suppose a strange! 
asserts title to all or some undivide 
part of the assets of an estate. Such 4 
claim would be adverse to the interests 
of the estate, should be defended by the 
executor or administrator, and he should 
be reimbursed for expenses. If, on the 
other hand, the claim is only to Black 
acre, which is specifically devised to A 
then only A is interested in that par 
ticular controversy. The latter situation 
is in substance that which Estate o/ 
McSweeney presents. 
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Donor’s Statement — Joint Lease 
of Safe Deposit Box 


Pennsylvania—Supreme Court 
Tomayko v. Carson, 369 Pa. 379. 


Decedent owned 498 of the 500 shares 
of the local Coca Cola Bottling Company, 
the certificate for which was registered 
in his name and kept in a safe deposit 
box unendorsed, along with cash, other 
stock certificates, personal effects and 
personal papers. The box was rented in 
the joint names of decedent and claimant 
who was a faithful and efficient em- 
ployee of decedent. The will bequeathed 
the Coca Cola shares to claimant but a 
codicil directed the shares to be sold to 
The Coca Cola Company of Pennsyl- 
vania, of which the local Company was 
the licensee. This change was made at 
the direction of the licensor Company 
and was complied with because of the 
danger of losing the franchise. When 
decedent's lawyer suggested that the pro- 
ceeds of the sale be bequeathed to claim- 


J ant, decedent said claimant was already 


taken care of. 

Claimant filed his claim to the shares 
in the Orphans’ Court which certified 
the issue to the Common Pleas. Three 
witnesses stated that decedent had told 
them he had given the shares to claimant 
and that the certificate was in a safe 
deposit box to which claimant had a key. 
The jury rendered a verdict for claim- 


ant on which judgment was entered. The 


executors and legatees appealed. 

HELD: Reversed (4 to 3). In order to 
support a claim of a gift inter vivos, 
there must be clear and convincing evi- 
dence of an intention to make a gift and 
a delivery, actual or constructive, of a 
nature sufficient to divest donor of 
dominion and invest donee with complete 
control. Such evidence is lacking here. 
The majority rejected the principle that 
when a donor declares that he has given a 
gift at a previous time, it is implied that 
has 
taken place. A joint lease of a safe de- 
posit box is insufficient to establish joint 


ownership of securities therein which 


J originally belonged to one of the lessees. 


INVESTMENTS — Purchase of Invest- 
ment Trust Shares Authorized Un- 
der Prudent Man Rule — Law in 
Effect at Time of Investment Gov- 
erns Propriety 


Oklahoma—Supreme Court 

First National Bank & Trust Co. of Oklahoma 

City et al. v. Flynn, et al., No. 34716, decided 

Nov. 13, 1951. 

Individual trustees under a 1929 will 
sought an order authorizing and direct- 
ing the co-trustee bank to invest certain 
trust funds in accordance with the pres- 
ent trust investment section of the 
statutes, Title 60 O. S. 1949 Supplement, 
Section 161. When this trust was created 
trust investments were by statute lim- 
ited to loans secured by real estate or 
other sufficient collateral security, gov- 
ernment bonds, municipal bonds, state, 
county, and school district bonds, and 
shares in building and loan associations. 
In 1949 the Legislature repealed this 
statute and enacted Section 161, under 
which a trustee, unless otherwise validly 
restricted, can invest in any form of 
property “in which an individual may 
invest his own funds,” so long as he 
adheres to the prudent man standard. 

The individual trustees alleged that 
the return on investments under the old 
statute has gradually decreased since the 
creation of the trust and that the corpus 
is shrinking in relation to the purchas- 
ing power of the dollar due to inflation; 
that the individual trustees had request- 
ed the corporate trustee to invest some of 
the fund in well-managed investment 
trusts, in bonds and debentures of well- 
managed public utilities and industrial 
corporations, and well-seasoned common 
and preferred stocks of corporations hav- 
ing good earnings and paying regular 
dividends, and that the corporate trustee 
had refused. The petition further al- 
leged that such investments were being 
made by prudent men in the community 
when making investments of their sav- 
ings with a view to safety and probable 
income. 

The corporate trustee admitted the 
facts in the petition, but alleged that 
said trust investment statute did not 
authorize the trustee to make the pro- 
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posed investments because (1) the trust 
instrument did not authorize the trustees 
to invest in such securities; (2) invest- 
ment in trust investment shares would 
constitute an illegal delegation by the 
trustees of their power and duty to invest 
trust funds; (3) the statute was enacted 
after the creation of the trust and is 
therefore inapplicable. 


The trial court found that “prudent 
men, in accordance with the statutory 
standard, are at the present time in- 
vesting in stocks and obligations of 
corporations and in shares of investment 
trust companies,” and authorized the 
trustees to invest a portion of the trust 
funds in the securities mentioned in the 
petition upon condition that they ad- 
hered to the prudent man standard. 

HELD: Affirmed. The Legislature had 
the power to broaden the field of invest- 
ments by trustees. Since the effective 
date of Section 161, the so-called 
“prudent man rule” is the law of Okla- 
homa, though the powers of otherwise 
unrestricted trustees are extended there- 
by to investments whereby control of 
the trust funds is lost to the trustee. 

Nothing indicates that the testatrix 
intended that her trustees should be 
restricted to the powers obtaining under 
the laws of Oklahoma at the time her 
trust became operative. She used broad 
terms in defining the powers of her 
trustees (“to hold, invest and re-invest’’), 
made no restrictions, and made no refer- 
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ence to the statute, which indicates that 
she intended that if the powers of the 
trustees should be broadened by statute 
her trustees’ powers would be likewise 
broadened. Unless a trustor specifically 
restricts the power of his trustee in in- 
vesting trust funds the trustee is gov- 
erned by the law in force at the time the 


investment is made. 
—Staff Digest 


JURISDICTION — Court Which Has 
Taken Jurisdiction to Enforce 
Compromise Agreement Between 
Heirs and Claimant Has Power to 
Order Administrator to Make Dis- 
tribution in Accordance Therewith 

Massachusetts—Supreme Judicial Court 

MacDonald v. Gough, 1951 A.S. 995; Oct. 1, 

1951. 

Margaret MacDonald was a claimant 
against the estate of Martin Gough. The 
other parties were his three brothers. A 
compromise had been made, and the re- 
script in an earlier case ordered the de- 
fendant, James Gough, to carry out the 
terms of the agreement and to comply 
with the terms of a trust which had been 
set up, with his brother Luke as trustee. 
Shortly after the rescript was filed the 
court allowed an amendment to be filed 
reciting that one Malinow had been ap- 
pointed administrator of Martin’s estate 
in Essex County and asking that he be 
joined as a party. There was also a 
prayer that the administrator be ordered 
to deliver the distributive shares of the 
estate to Luke as trustee of the trust. 

The administrator demurred on the 
ground that this would make him dis- 
tribute the estate in a manner different 
from the decree of the probate court, and 
that there was an adequate remedy in 
the probate court. He also filed a plea 
denying jurisdiction on the ground that 
the probate court has sole jurisdiction to 
decree distribution. The court overruled 
both demurrer and plea on the same day 
that it entered the final decree after re- 
script in the first case. The final decree 
ordered the three brothers to assign their 
interests in Martin’s estate to Luke as 
trustee. It also ordered the administrator 
to turn over to Margaret certain shares 
of stock to which she was entitled under 
the agreement, and to turn over to Luke 
as trustee the net assets of the estate. 


HELD: Decree sustained. The Super- 
ior Court, which had determined the 
validity of the compromise agreement, 
had the authority to order the adminis- 
trator to distribute the net assets in 
accordance therewith. While the probate 
court has the power to approve compro- 
mises, parties of legal competence may 
settle their controversies outside of court, 
and their agreement is enforceable either 
at law or in equity, as the case may be. 
The final decree, however, should be mod- 
ified by providing that the distribution 
should be made after the administrator 
had settled his accounts in the probate 
court. 
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PENSION TRUSTS — Court May Not 
Upset Company’s Interpretation of 
Non-contributory Plan 


Texas—Court of Civil Appeals 


Aston v. Magnolia Petroleum Co., 241 S.W. 


(2nd) 306. 


Magnolia adopted an annuity plan for 
its employees in 1931 and in 1937 set up 
an additional plan for the survivors of 
employees who had been credited with 
twenty years service with the company 
and who died while in such active ser- 
vice. The company would pay a sur- 
vivorship benefit in an amount calculated 
on the annual rate of pay of the deceased 
employee. No contributions were required 
of the employee, but he must have been 
a contributor to the annuity plan and he 
must have made a designation of bene- 
ficiary in accordance with the plan. 

By the terms of the survivorship plan, 
the Board designated by the company 
was given the sole right to interpret the 
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“Boss, I'd like your advice. If a person 
hag either to ask for a raise, or let his in- 
surance lapse, which would you suggest?” 
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meaning and application of any pro- 
vision of the plan and such decision 
should be conclusive. The company also 
reserved the right at any time to termin- 
ate or amend the plan, at the discretion 
of the Board. The plaintiff questioned an 
interpretation of the plan with respect 
to her survivorship benefits, which in- 
terpretation had been made by the Board. 

HELD: In a non-contributory plan the 
decision of the Board is final and binding 
on all parties and not subject to attack 
in the courts, in the absence of actual 
fraud or bad faith. No comment was 
made as to the situation where the em- 
ployees make contributions. 


REVOCATION — Later Lost Will Held 
to Revoke Earlier Instrument 


Missouri—Supreme Court, Div. 1 
Capps v. Adamson, 242 S.W. (2d) 556. 


Testator executed a will dated May 
26, 1942, wherein defendants were named 
devisees of certain real estate. He was 
supposed to have executed another will 
on July 31, 1942, in which defendants 
were bequeathed $1.00 each. However, the 
later will had been lost or destroyed. 
An attorney testified that he prepared 
the July 31 will and that when he saw it 


again, in, 1947, testator’s signature hag) The 
been affixed thereto in the appropriatfly req 
place and the attestation clause bore theshusba 
signatures of two witnesses. He testified)waive 
further that the will contained a clause} renun 
expressly revoking the will of May 26]}the g 
There was other evidence to substantiate] fectiv 
the execution of the later will. Plaintiffs] by hit 
sisters and a niece of testator, brought] of re\ 
an action for a declaration that the July] sustai 
31 will had revoked the May 26 will. The] peal t 
issue of revocation was submitted to a]had a 
jury which found that the will of May] electe 
26 was not the last will and testament] HE 
of testator. Defendants appealed, con-| after 
tending that the evidence was insufficient] yoke } 
to justify the submission of the issue of] the fil 
revocation to the jury. plete | 


HELD: Affirmed. A will may be re| under 
voked by a subsequent will, but only if compl 
the subsequent will is shown to have} 5" fi 
been duly executed. Plaintiffs had _ the} subse 
burden of proving that the subsequent The ¢ 
will was duly executed and that the sub.} SPOUS¢ 
sequent will was revocatory of the prior] °ePt ¥ 
will, either through inconsistent disposi-| 48 t© 
tive provisions or an express clause of legal | 
revocation. Secondary evidence is ad-|° rig 
missible to prove the contents of a lost| interv 
or destroyed will. The testimony of the} seek t 
witnesses in this case was sufficient t 
support a conclusion that the will of 
July 31 was a revocation of the will of 
May 26. 


There was testimony to the effect that 
the will contained an express clause of 
revocation, that it was signed by the 
testator and two witnesses, and that the 
attorney who saw it considered it to be 
a properly executed instrument. The will 
contained an attestation clause. How- 
ever, even in the absence of an attesta 
tion clause, if it is shown that a will 
signed by a testator was subscribed by 
two or more competent witnesses, the 
subscription is presumptive evidence of 
sufficiently inherent probative force to 
sustain a finding that the witnesses in 
fact subscribed their names in the testa. 
tor’s presence. 
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SPOuSE’s RIGHTS — Renunciation of 
Will May Not Be Withdrawn With 
out Court Approval ? 


Illinois—Supreme Court 
In re Estate of Donovan, 98 N.E,. (2d) 757. 





Testator’s will gave certain items of 
property to her husband and certail 
items of property to others, and named 
her husband, a niece and a nephew as 
co-executors. The will was admitted to 
probate and testator’s husband filed 4 
renunciation of the will with the clerk 
of the probate court as permitted by 
statute. After the filing of the renuncia 
tion and within the statutory period for 
filing a renunciation the husband contin} 
ued to act as co-executor and took cel: 
tain items of property from the home} 
which had been given by the will to, Membe 
others. f 


ia — 


Ikusts AND EsTaTEs} Decry 





‘e hag. The husband’s co-executors subsequent- 
priatd ly requested the probate court to find the 
re theshusband had by his conduct revoked or 
‘stified)waived his statutory rights under the 
clause] renunciation and the husband objected on 
ay 26|the ground the renunciation became ef- 
ntiate] fective when filed and no subsequent act 
intiffs, by him as executor could have the effect 
‘ought| of revoking the same. The probate court 
e July] sustained the husband’s objection. On ap- 
1. The] peal the circuit court held the husband 
1 to aj had abandoned his renunciation and had 
' May] elected to abide by the will. 

amentt HELD: Reversed. The husband’s acts 
, COn-| after filing the renunciation could not re- 
ficient] yoke his renunciation. Under the statute 
sue of| the filing of the renunciation is a com- 
plete bar of the surviving spouse’s rights 
under the will. A renunciation filed passes 
completely out of the control of the per- 
son filing it and cannot be withdrawn 
subsequently without court permission. 
The court will not permit the surviving 
spouse to withdraw a renunciation ex- 
cept where (1) he or she was mistaken 
as to his or her legal rights and the 
legal effect of the renunciation and (2) 
no rights of innocent third parties have 
intervened. The surviving spouse did not 
seek to have his renunciation set aside. 
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TAXATION — Estate & Inheritance — 


Remainder Interest Revalued on 
Death of Life Tenant 


California—Supreme Court 


t that i 
Estate of Knapp, 37 A.C. 839 (Oct. 23, 1951). 
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Knapp’s will left his son $50,000 in 
annuities payable out of five testa- 
mentary trusts. On William’s death, his 
wife Louise was to receive an annuity 
of $75,000 from the same trusts for her 
life. On the death of both Louise and 
William the remainder interest went to 
certain grandchildren. William’s inter- 
est was appraised on the ‘basis of his 
life expectancy as of date of testator’s 
death. 

Before any action was 
appraisement, William died leaving 
Louise surviving. Under such circum- 
stances — termination of a life estate 
before determination of the tax upon it 
— the statute permits a revaluation of 


es it 
festa 


taken on the 





the annuitant or life tenant’s interest 
on the basis of its actual value. Al- 
though the statute says nothing about 
revaluing the succeeding or remainder 
interest in such a case, the appraiser 
revalued Louise’s interest, raising it 
from $96,000 to $456,000, and the tax 
against Louise was recomputed accord- 
ingly. The executor’s exceptions to the 
report increasing Louise’s tax were over- 
ruled by the Superior Court. 

HELD: Affirmed, three of seven judges 
dissenting. 


WILLs — Construction — Where Be- 
quest of Personal Property gave 
First Taker Absolute Power of Dis- 
position, Limitation Over After 
Death Held Void 


Tennessee—Court of Appeals (Middle Section) 
Marsh v. Porch, 242 S.W. (2d) 69. 


In a letter written while he was hos- 
pitalized in 1926 testator stated that 
after his death he wanted his wife “to 
have all my personal property — and 
real estate located in Waverly Tenn. 
also, my one half interest in the Luten, 
Jim Turner and Arkansas farms for and 
during her natural life.” After her death 
the property was to go to certain named 
beneficiaries, who are claimants in the 
present suit. This letter was probated 
as a holographic will of the testator 
after his death in 1939. 

Testator’s widow administered his 
estate and took possession of his person- 
alty. After her death in 1949, complain- 
ants filed a claim against her estate, al- 
leging that she had only a life estate 
in her husband’s personal property and 
that they were entitled to the same as 
remaindermen. The Trial Court denied 
the claim. 

HELD: Affirmed. The quoted clause 
gave the widow the personal property 
absolutely, and the limitation to her 
natural life applied only to the real 
estate mentioned in the letter. Even if 
the limitation to a life estate were held 
to apply to the personal property as 
well as to the real estate, claimants still 
could not recover, since, under the con- 
struction, the clause first gives the widow 








ATES} Decewper 1951 


1894-1951 








the property absolutely and later at- 
tempts to limit the gift to a life estate. 
Since there would be no absolute and 
unlimited right of disposition by the 
widow, she would take the property free 
of the limitation over after her death. 
It is a fundamental principle that when 
the first taker of personal property has 
an unlimited power of disposition there- 
of, any executory limitation over is void. 
This rule applies unless the testator in 
clear and unambiguous terms in subse- 
quent provisions cuts down the absolute 
gift to a lesser estate. There is no lan- 
guage in this will sufficient to prevent 
the operation of this rule. 


WILLs — Probate — Caveat Not 
Supported by Proof of Revocation 


Colorado—Supreme Court 

Estate of Willie Eugene Chance; Isenbart v. 

Johnson, decided Nov. 5, 1951. 

An alleged will of decedent with peti- 
tion to probate the same was filed with 
the court. Proponent was the sole legatee 
and devisee. Isenbart filed a caveat to 
the probate of the will, alleging that the 
decedent had subsequently renounced the 
purported last will and testament and 
had executed a new one which she be- 
lieved was in the possession and among 
the papers of the decedent at the time of 
his death, and that the same was not 
produced by the proponent. To the peti- 
tion was attached a copy of the alleged 
will, naming Isenhart as the sole legatee 
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and devisee. A motion to dismiss the 
caveat on the ground that the same fail- 
ed to state a claim against proponent or 
other grounds upon which relief could 
be granted was sustained by the county 
court and also the district court. 


HELD: Affirmed. Caveator did not 
allege a revocation of the prior will in 
accordance with the statute. The caveat 
did not allege the due and proper making, 
publication and declaration of the so- 
called subsequent will, nor did it allege 
that the will was in existence at the 
date of the decedent’s death. Caveator 
had no position to contest the will with- 
out affirmatively showing these facts, 
and the caveat was therefore not good. 


WILLs — Probate — Proponent Not 
Estopped from Probating Will 
15 Years After Testator’s Death — 
Probate Code Not Retroactive 


Arkansas—Supreme Court 
Hudson v. Hudson, 242 S.W. (2d) 154. 


Betty Kessel died in 1935, leaving two 
daughters and three sons. One of her 
sons was the principal devisee under her 
will. This son had always lived with his 
mother and with the help of his brother, 
Loyd, had supported her. Immediately 
after Mrs. Kessel’s death, the devisee 
left the State and did not return for 
about fourteen years. The devisee’s 
brother, without notifying the devisee, 
placed the will, with other papers, in a 
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lockbox at the home, where it remained 
until after the devisee’s return to the 
State. No administration was had on the 
estate. 


In 1949, Loyd had sold a portion of 
the property and the brothers and sis- 
ters joined with him and signed the 
deed. Loyd later turned the money over 
to the devisee and in March, 1950, the 
contestants here filed suit in the Chanc- 
ery Court asking, among other things, 
that Loyd and the devisee be required to 
account for the proceeds of the sale. 
On May 26, 1950, the devisee filed his 
mother’s will for probate. The genuine- 
ness of the will was not questioned. The 
Probate Court held that the will “is 
not entitled to probate.” Act 140 of the 
General Assembly of 1949, providing that 
no will shall be admitted to probate un- 
less application is made to the court 
within five years from the death of the 
decedent, is not applicable here, as the 
testator’s death occurred before the pass- 
age of the Act, which in that respect 
is not retroactive. The Probate Code 
provision on limitation can operate pros- 
pectively only. 


The devisee is not estopped nor barred 
by laches from probating the will. There 
is no showing of conduct on his part 
whereby it would now be unjust to pro- 
bate the will. 


A A A 
Model Small Estates Act 


The Model Small Estates Act, promul- 
gated this Fall by the National Confer- 
ence of Commissioners on Uniform State 
Laws, represents an attempt to provide 
for the prompt distribution of small es- 
tates without impairing the rights of 
creditors. It also simplifies other pro- 
cesses of an administration proceeding 
in estates that are not ordinarily classi- 
fied as large but which are not sufficient- 
ly small to entitle the surviving spouse 
and children to have the estate dis- 
tributed to them as a family allowance 
to the exclusion of most creditors. 


The Act presents four distinct pro- 
cedures for simplying or dispensing with 
administration. (1) Sections 2 and 3 pro- 
vide for the transfer of personal property 


1875 THE PEOPLES NATIONAL BANK 


OF CHARLOTTESVILLE 
CHARLOTTESVILLE, VIRGINIA 


STATEMENT OF CONDITION 
October 10, 1951 


RESOURCES 


Cash and Due from Banks 

U. S. Government Obligations 
State and Municipal Bonds .... 
Other Stocks and Bonds 
Loans and Discounts 

Banking Houses & Furn. & Fix. 
Other Resources 


$ 5,555,918.58 
5,044,621.83 
7,403,539.48 
90,581.25 
16,785,860.89 * 
125,500.00 
214,341.92 


Total Resources $35,220,363.95 


The Banking Statement above does not include Assets held in the Trust Department, 
amounting to $20,479,951.34. i 


*After Reserve for Possible Future Losses 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


Ee rE 
(ee NEN RE TERE ST NEE BOE LAPE MSE TAIT KES NB AN A TRE SRE RRA RCT TI 








without judicial proceedings in estateg*» 
not exceeding $1,500. (2) Section 4 pro-{ 
vides for the determination of title to, 
real property without judicial proceed. 
ings in estates not exceeding $1,500. (3) 
Sections 5 through 10 provide for a sum. 
mary, but judicial, distribution of estates 
not exceeding $3,500 to a_ surviving 
spouse or minor children without the 
necessity of formal administration. (4) 
Section 11 provides for a simplified pro. 
cedure which, in the discretion of the 
court, may be employed in the admin- 
istration of any estate not exceeding 
$10,000. 


Most of the methods contemplated by 
this Act prevail in several different 
states and have been found to function 
efficiently in accomplishing their intended 
purposes. Sections 5 through 10 are a 
substitute for a family allowance and 
are not intended to be a statute of suc- 
cession in any sense. They are, moreover, 
intended to reflect the idea that local 
procedure makes provision for a family 
allowance of an amount comparable to 
the amount specified in this section. If it 
does not, either the amount suggested by 
this Act should be reduced or local pro- 
visions for family allowances should be 
modified to conform to that amount. 


Because provisions for homestead ex- 
emptions and for exempt property differ 
so widely, including these amounts in 
calculating the maximum valuations 
would be ambiguous or misleading in 
many states. In some states, however, it 
may be thought desirable to qualify the 
statement of the maximum amounts of 
$1,500, $3,500 and $10,000 with the 
words “not including homestead and ex- 
empt property.” 

Copies of the Act may be obtained 
without charge from the National Con- 
ference of Commissioners at 1419 First 
National Bank Building, Omaha 2, Neb. 


A A A 
C.T. F. Erratum 


In the list of New Common Trust 
Funds (Nov. p. 771) the second trust 
company’s name was inadvertently mis- 
spelled. It should have read: County 
Trust Co., White Plains, N. Y. 
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day’s Estates—Editorial—289 
Bar Exonerates Trust Departments (Cal.)—641 


TOPICAL INDEX TO VOLUME 90 


565-632 September 
633-732 October 

733-812 November 
813-892 December 


Bar-Trust Principles Revised (New Haven)— 
367 

Counsel for the Estate—Bases for Bar-Trust 
Collaboration—Editorial—7 37 

Estate Administration Course for Bar—164 

Integrated Trusts and Estates Course—C. A. 
Peairs, Jr.—837 

Iowa Bar Head Urges Use of Corporate Fidu- 
ciaries—7 60 
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—Maine—277 

Executor Ordered to Retain Fund to Guaran- 
tee Alimony Payments to Decedent’s Former 
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Prudent-Man Rule—FE. S. MacNeill—432 
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Fund Unless Needed for Ward’s 
Massachusetts—416 

Popular Estate 
About Wills 
Blumberg— 368 

U. S. Savings Bonds Owned by Testator “or’’ 
Wife Were Jointly Owned Property in Deter- 


Testamentary Disposi- 


Laws 


Support 


Delusions 
Joint 


Misconceptions 


and Tenancy—Henry 


mining Distribution of Residue—N. J.—560 
oo 
JURISDICTION 

County Court May Try Validity of Widow's 
Election— Nebraska— 408 
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Capital Gain Dividend on Investment Com- 
pany Shares Allocated to Income—Pennsyl- 
vania—629 

Distribution of Income During Probate—Ad- 


ministration Expenses and Federal Estate 
Tax Payable from Corpus—Washington—346 
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J. E. Kirk—858 

Small Trust Department Sympcsium—855 
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Pension Benefits under Wage Freeze—264 
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Two Lives—Michigan—138 
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City—255 

Finance and Trust Forums Panel—Mid-Winter 
Trust Conference—172 

First National Bank of Minneapolis Holds ‘Ad- 
vanced’ Finance Forums—121 
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Forums (for Women) Still Draw—321 

How a Bank Trains City Officials—First Na- 
tional, Boston—396 

How’s Your Reception ?—Editorial—569 

How to Celebrate a Bank Anniversary—Staff 


study—508 
Junior Achievement Banks Triple in Year— 
405 


New Forum Developments—719 

Penthouse Promenade — 36,000 Record for 
Weekly Bank Tours (Mercantile National 
Bank, Dallas)—Rex V. Lentz—12 

Tell Public About Trust Service—Gilbert T. 
Stephenson—94 

Trust Booklets Worth Seeing—324 

Women’s’ Finance Forums—Association of 
Bank Women’s Convention—778 





REAL PROPERTY 


Beneficiary not Entitled to Maintain Suit for 
Partition in Order to Defeat Executor’s Pow- 
er of Sale—Tennessee—206 

Direction to Executor to Sell and Divide Pro- 
ceeds has Effect of Converting Realty into 
Personalty—-Legatee cannot Prevent Sale— 
Massachusetts—207 


REGULATION & SUPERVISION 


Directors’ Trust Examinations—Outline of 
Scope and Records—Lester A. Pratt—394 
Supervisory Policies Panel—Mid-Winter Trust 
Conference—170 

Trust Policies for Acceptance, Review and Di- 
versification—Francis E. Nugent—38 

Why Audit a Trust Department ?—Robert C. 
Masters—374 


REVOCATION & TERMINATION 


Court Will Not Ascribe Intention to Terminate 
Trust— Wiseonsin—282 

Ending of Trust Refused Because Purposes 
Not Accomplished—Massachusetts—499 

_Inter Vivos and Testamentary Trusts not 
Terminable by Mere Agreement Among Life 
Tenants and Remaindermen—N. J.—70 

Irrevocable Trust may be Revoked by Donor 
Where He is Sole Beneficiary—N. J.—70 

Later Lost Will Held to Revoke Earlier Instru- 
ment—Missouri—884 

Penciled Notations on Will Insufficient to Re- 
voke Will—New Jersey—630 

Termination of Trust Denied Despite Rising 
Costs—-Rule Againsh Perpetuities Not Vio- 
lated by Direction to Pay Proceeds to Exe- 
cutor—-Indiana—563 

Trust Can Be Ended on Failure of Purpose 
Wisconsin—631 

Trust Ended on Consent 
Kentucky—499 

Trust Terminated on 
Nebraska—347 

Will Partially Revoked by Obliteration—In- 
diana—347 


of All Parties— 


Failure of Purpose— 


SPENDTHRIFT TRUSTS 


Implied Spendthrift Intent—Income Interests 
Non-Assignable—Minnesota—280 

Income Assignment Contrary to Provision of 

Reciprocal Trust is Valid—Delaware—207 


SPOUSE’S RIGHTS 


Acceleration of Remainder by Dissent of Life 
Tenant from Will—Tennessee—7 30 

Division of Estate on Renunciation by 
band—Missouri—281 

Effect of Renunciation on Trust Remainder— 
Missouri—498 

Election of Non-Resident Widow—Effect on 
Local Realty—Delaware—498 

Election by Surviving Spouse—Effect of Hold- 
ing That Totten Trust is Illusory—N. Y.— 
71 


Hus- 


Election of Decedent's Third Wife to T: 
Statutory Share Upheld Because Full Fa 
and Credit Clause Deprives Child of Form 
Marriage from Attacking Divorce—U. § 
Supreme Court—348 

Renunciation of Will May Not Be Withdraw) 
Without Court Approval—Lllinois—884 

Revocable Trust not Affected by Subsequen; 
Statute—Pennsylvania—208 

Separation Agreement Nullified Bequest 
Former Wife—N. Y.—348 

Totten Trusts Not Illusory and Widow No 
Entitled to Share of Same—New York—6%j 

Transfer Before Marriage Upheld—Pennsy}. 
vania—417 


Waiver of Right of Election by Separation 
Agreement Executed before Enactment ¢; 
Statute—-New York—73l 


Widow may Waive Homestead Rights and Re 
ceive Dower Without Regard to Value o 
Improvements on Land—Decree for Suppor 
of Children Held Not to Survive Death ¢ 
Father—Tennessee— 207 

Widow Not Barred from Attacking 
Failure to Renounce—Indiana—281 

Widow Put to Election of Statutory or Testa. 


Will b 


mentary Share—Texas—140 
= 
STATISTICS 
Historical 
Bank Anniversaries— Staff Report— 508 
Detroit Trust Co. Celebrates Golden Anniver. 
sary—61 
50th Anniversary for Montelair (N. J.) Trus 
Co.— 330 
Probate 


Fels Left $10 Million— 66 
Ford Left $80 Million-——66 


Trust Funds 


Banner Year for Trust Growth—1950 Report 


Show Many All-Time-High Records in As 
sets and Earnings—Staff Survey—196, 224é 
314 


Trusts Gain—109 


299 


Connecticut 

Kansas Trust Assets 

Massachusetts Trust Funds Over $1.5 Billion— 
155 

National Bank Trust 
Gain—574 

North Carolina Trusts Up 

Ohio Trusts Gain— 35 

Responsibility for 
Trustee—Duty to Invest 


Assets, Gross Earning 


759 


Grantor 
809 


Varied by 
Missouri 


Assets 


Trust Business Gains—-80 
Trust Figures Rise (Oregon)——-545 
Business 


Corporate Profits Squeezed by Taxes and Cost 


—T75 
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SUCCESSOR FIDUCIARY 


Original Trustee Which Renounced is Not En 
titled to Appointment—Wisconsin—281 


Priority of Nextof-Kin Over Public Adminis 
trator—N. Y.-—34& 

Successor Trusteeshiy—-Duties and Problems ¢ 
a Successor Fiduciary —A. H. Parker, Jr.—? 
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TAXATION 
Estate & Inheritance 

Apportionment of Federal Estate Tax an 
Legal Expenses in Determining Liabilit 
fetween Estate and Intcr Vivos Trusts- 
R. I.—140 

Bequest of Income to Wife for Her Life @ 
Until Remarriage Entitled to Exemption- 


New York—630 

3Zequest of Trust 'ncome to Wife and Corpi 
to Wife’s Executor is Taxable at Rates AP 
plicable to Spouse—-New Jersey—731 

Bequest to Alumnae Association Exempt from 
Tax—Massachusetts— 348 

Bequest to Foreign Controlled Charity Exemp 
~~-Nebraska—418 

Bequest to Stepchild Taxed at Low Rate—Af 
finitey not Broken by Death of Natural Par- 


ent—Washington—141 id 
Bequest to Masonic Bodies Not Exempt-f 
Massachusetts—562 4 
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Blockage Not to be Used in Determining Value 
of Closely Held Stock—Minnesota—348 

“Debte”” Payable out of Estate Include Federal 
Taxes—Personalty Liable First—Texas—208 

Distribution of Burden in Community Estate 
—Washington—418 

Divorced Wife’s Claim as Creditor Must Be 
Calculated to be Deductible—Pennsylvania 
—562 

Double Taxation of Intangibles—Reciprocal 
Exemption Implied—Wisconsin—208 

Estate Tax Amendments Reflect Economic 
Policy Changes—Leroy E. Rodman—735 

Exempt Portion of Estate as ‘“‘Property Pre- 
viously Taxed’’—Washington—418 

Exemption for Transfers to Foreign Charities 
Determined by Character of Transferee, not 
Beneficiary—California—71 

Inheritance Tax Officials 
Questions—804 (N.A.T.A.) 

Legacy to Group as Individuals, Not as Class— 
Application of Clause Providing for Taxes 
Out of Residue Where Portion of Residue 
Went as Intestate Property—Massachusetts 
—349 

Penalty Interest on Estate Tax Held Payable 
Out of Principal—N. Y.—71 

Policy is Not Insurance Qualifying for Exemp- 
tion—California—499 

Powers of Appointment-—Direction to Pay 
Taxes Imposed on Estate During Course of 
Administration Creates No Liability for Tax 
Assessed Against Estate of Donee of Gen- 
eral Power—lIllinois—350 

Release of Reserved Life Estate Not Taxable— 
California—71 

Relief Provisions of Federal Technical Changes 
Act Not Applicable in New York—N. Y.— 
418 

Remainder Interest Revalued on Death of Life 
Tenant—California—885 

Retroactive Amendment to Apportionment 
Statute Invalid—Massachusetts—810 

Rights in Pension Fund Subject to Tax— 
Pennsylvania—350 

Taxes Paid from Residuary Estate Where So 
Directed Even as to Property Not Passing 
Under Will—Delaware—631 

Tenancy by Entireties Taxed at Divided Rates 
—Pennsylvania—563 

Transfer at 77 Not in Contemplation of Death 
—Massachusetts—350 

Trust of Part of Residuary Trust Obtaims 
Benefit of Marital Deduction Despite Direc- 
tion Against Apportionment—N. Y.—141 

Valuation of Close Corporation Securities— 
K. J. Bushman—228 


Review Current 


General 


Discretionary Trusts—Tax and Administrative 
Advantages—Franz Martin Joseph—360 & 
476 

Federal Tax Notes—Samuel J. Foosaner—64, 
133, 190, 273, 333, 413, 493, 625, 729, 801, 
880 

Federal Tax Outlook Grim—Roswell Magill— 
116 

Foreign Trust Company but Not Individual 
Trustee of Resident Decedent Liable for 
Taxes on Intangible Personal Property— 
Rhode Island—209 

Nonresident Individual and Foreign Trust 
Company Acting as Executors of Resident 
Decedent Liable for Taxes on Intangible 
Personal Property—Rhode Island—210 

Proposed Tax Bill—Billions for Defense and 
Tribute—Editorial—357 

Revenue Act of 1951—-S. J. Foosaner—740 

Tax Incidence of Life Insurance and Annui- 
ties—Walter D. Freyburger—256 

Tax Responsibilities of Executors—Marvin K. 
Collie—676 ; 

Ten Year Tax Plan—-Samuel J. Focsaner—183 


Gift . 


Joint Bank Account not Taxable on Death of 
Sale Contributor— Wisconsin—350 

Trust Liable as Transferee for Gift Tax and 
Not Entitled to Reimbursement from Donor’s 
Estate—N. J.—499 


Income 


Determining Cost Basis—Merits of Ascertain- 
ing Figure at Account Inception—Guerry 
Snowden—728 

Fiduciary Income Tax Panel—Deductions on 
Estate or Income Return—Adam Young Ben- 
nion—128; Deduction for Depletion and De 
preciation—Bert A. Lewis—129; Deductions 
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for Distributions—J. Leonard Lyons—174; 
Income of Decedents—Arthur B. Willis— 
177; Basis for Gain or Loss—Carl A. Stuts- 
man, Jr.—237; Treatment of Capital Gains 
and Losses—Alva C. Baird—239; Duties in 
Filing Returns—Knox Farrand—310; Per- 
sonal Liability of Fiduciary—Arthur Groman 
—311; Tax Planning for Distributions— 
Arthur A. Armstrong—378; Annuity Trusts 
—George F. Elmendorf—380; Single or Mul- 
tiple Trust ?—-Richard H. Forster—537; Re- 
ciprocal Trusts—H. B. Thompson—538 ; Clif- 
ford Doctrine—Beneficial Enjoyment—John 
W. Ervin—603; Reversions and Administra- 
tive Control—Arthur Manella—604 ; Powers 
Affecting Taxes—Dana Latham—717; Re- 
vocable and Amendable Trusts—J. Rex. Dib- 
ble—717 ; Alimony and Support Trusts—Sid- 
ney -D. Krystal—788; Income Tax Advan- 
tages of Trusts—Walter L. Nossaman—788 ; 

Mutual Savings and the Income Tax—Editorial 
—818 

The Penalty Tax on Change of Residence— 
Editorial—150 

Toward Point of No Return ?—Withholding 
Income, and Productivity—Editorial—425 

Will Exempting Trust from All Taxes Did Not 
Contemplate Income Tax—Pennsylvania— 
351 


WEALTH & PROPERTY RIGHTS 


Ultimate Property in America—Self-Possession 
of Soul the Key to Ideological Differences— 
Dr. T. V. Smith—112 


WILLS 


Construction 


Absolute Bequest Reduced to Life Estate— 
Missouri—-631 

Bequest of ‘All Monies on Deposit in My Name 
in Any Bank’’ Does Not Include Money in a 
Safe Deposit Box—Illinois—71 

Bequest of Business Terminable on Remarriage 
is Taxable as Defeasible Fee—Pennsylvania 
—499 

Bequest of Remainder to Brother and Sister 
Held to be to Them Individually—Lapsed 
Share in Residue Goes as Intestate Property 
—Massachusetts—142 

Bequest of Residue to Named Persons Not a 
Class Gift—Kentucky—142 ' 

Bequest of Stock Held Specific—Michigan—563 

Bequest to “‘My Husband” Followed by Name 
of Man was Bequest to Man, Husband Be- 
ing Mere Description—N. J.—564 

Bequest to Son “or His Heirs’’ Gave Fee to 
Son—Maine—210 

“Children’’ Does not Include Grandchildren — 
Illegitimate Child Shares in a Bequest to 
“Children’’——Massachusetts—72 

Class Doctrine—Survivorship Until Date of 
Distribution Held Condition Precedent to 
Vesting—-Tennessee—731 

Definiteness of Provision Necessary to Create 
Trust—California—142 

Devise to Daughters Remaining Unmarried— 
North Carolina—72 

Devise to Parent and Children Creates Life 
Estate in Former—Kentucky—-351 

Distinction between Patent and Latent Am- 
biguity Disappearing—lIowa—143 

Distribution of Income and Principal on Death 
without Descendants—Missouri— 282 

Evidence Admissible to Identify Beneficiary— 
Nebraska— 283 

Failure of Extrinsic Evidence to Resolve Am- 
biguity—Washington—564 

Fee Simple Created Despite Devise of Prop- 
erty Remaining on Death—Missouri—283 

Gift Over to Two Cousins or the Survivor if 
Life Tenant of Trust Died Without Issue 
Held Contingent—Massachusetts—283 

Implied Cross Remainders—Illinois—811 

“Issue’’ Does Not Include Adopted Child— 
Pennsylvania—210 

Legacy to named Persons not Class Gift— 
N. J.—143 

Life Estate Created as to Realty but not Per- 
sonalty—Missouri—419 

Precatory Expressions to Executor Create 
Trust—California—143 

Precatory Expression to Executor Does Not 
Create Trust—California—631 

Prior Will’s Different Provisions May Not 
Vary Plain Words of Later Will—Missouri— 
811 


Remainder to Daughter Who Predeceased Life 
Beneficiary Held Vested—New York—632 
Residue Effectively Disposed of—Indiana—563 
Second Wife Not “Any Widow of My Son’— 
Massachusetts—211 

Second Wife Not Included in Designation of 
Son’s ‘‘Wife’’—Missouri—211 

Variance between Words and Numbers—N. Y. 
—211 

Vested Remainder Created—Colorado—352 

Where Bequest of Personal Property gave 
First Taker Absolute Power of Disposition, 
Limitation Over After Death Held Void— 
Tennessee—885 

Words, “Widowed Husband’”’ Apply to One 
Who Has Remarried—Illinois—419 


Probate 


Attestation Clause Not Required—Proof of 
Signatures Sufficient—Missouri—212 

Caveat Not Supported by Proof of Revocation 
—Colorado—885 

Contract Not Testamentary in Character— 
Michigan—352 

Contract to Bequeath—Inadmissibility of Parol 
Evidence—New York—811 

Draftsman Permitted to Testify—Nebraska— 
284 

Executor Entitled to Allowance of Counsel 
Fees in Defending Will—Pennsylvania—212 

Executor Entitled to Insist on Probate—Heirs 
may not Agree to Dispense—Iowa—148 

Finding of Undue Influence as to Last Will 
Not Res Adjudicata as to Earlier Will—Wis- 
consin—284 

Forgery Not Proved by Expert Witnesses— 
Pennsylvania—500 

Lay Opinion as to Mental Condition is Admis- 
sible—Maine— 352 

Mutilated Will in Testator’s Possession Pre- 
sumed Revoked—Indiana—144 

Presumption of Obliteration by Testator not 
Rebutted by Joint Access—Pennsylvania— 
144 

Probate Court Has Jurisdiction to Admit Will 
Disposing of Real Estate—New Mexico—564 

Proponent Not Estopped from Probating Will 
15 Years After Testator’s Death—Probate 
Code Not Retroactive—Arkansas—886 

Sufficiency of Reason for Testator’s Signing by 
Mark is Immaterial—Pennsylvania—632 

Suits Testing Validity of Deed and Will May 
be Consolidated—U. S. Court of Appeals— 
500 

Testator Not Permitted to Attach Conditions 
to Legacy After Contracting to Make Out- 
right Gift—Parol Contract not in Violation 
of Statute of Frauds—Tennessee—420 

Undue Influence not Presumed from Surmise— 
Nebraska—212 

Will Sustained Against 
Charge—Nebraska—812 


Undue Influence 


Prominent & Unusual 


Hearst: Legend and Empire Builder—592 


Where There’s A Will—Evangeline Cory 
Booth, Earl C. Sams, Julius S. Rippel, Jos. 
B. Ryan—58; H. L. Stimson, J. Hutton 
Hinch, Sinclair Lewis—131; H. Sylvia A. 
H. G. Wilks, Wm. B. Bell, A. J. McFarland, 
Geo. T. Hunter, E. S. Harkness—194-195 ; 
George Bernard Shaw, Samuel C. Dobbs, 
Albert S. Howell, Col. Chas. A. Brooks—276 ; 
Samuel H. Williams, Percy S. Young, Ben- 
jamin G. Paskus, Dr. Henry L. Smith, C. 
Powell Minnigerode, Irving Hall Chase, Dr. 
Chas. D. Hart—336; Arthur H. Vandenberg, 
Gen. Charles G. Dawes, Rawlins L. Cottenet, 
Charles L. Ejidlitz, John M. Perry, Geo. A. 
Smith, Ida C. Skiff, Thos. G. Burch—404; 
Rev. Dr. Henry J. Cody, Fanny Brice, Geo. 
Thomas, Clare Lee Heineman, Clara Migeon 
Swayze, Dr. Roy D. McClure—489; Leland 
Harrison, Julius A. Heide, David C. Scott, 
Dr. Stanley King, Warner Baxter—556; 
Percy H. Stewart, Walter Kasten, David 
Warfield, Charles R. Hardin, John J. Raskob 
—628; James W. Gerard, Edward D. Stair, 
Charles F. Jenkins, Judith Scott Walter, 
Earl T. Stannard—727 ; Newcomb Cleveland, 
Isabella M. Sheldon, John A. Hartford, Aug- 
ustus Trask Ashton, John M. Holcombe, Jr. 
—805; W. N. Reynolds, F. S. Crofts, Leon- 
ard Schultze, Robert Pyle, John Wilkinson— 
873 


Mutual & Contractual 


Postponement of Vestiture of Title Until 
Death of Surviving Testatcr Held Invalid— 


Tennessee—629 
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Meredith Galleries 883 
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Little, Brown & Co. 658 
R. L. Polk & Co. 6ll 
Ronald Press Co. pe 
Publishers, Topical Law hone 4/ 
Commerce Clearing House, Inc. a 


TRUSTS AND Estates 
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TRUST COMPANY 


New England’s 
Largest Corporate Fiduciary 








Because of the company he keeps... 

this man’s wide activity and influence 
B ecause o ‘ very frequently lead to substantial new 
business for Trust Departments. 


the company 
This man has been thoroughly trained to 


work with trust officers and attorneys 
in the fields of personal insurance and 
estate planning, business insurance, 
pension trusts and many other types of 


employee benefit plans. 


His experience and constant activity 
in these fields give him knowledge of 
great and proved value to trust officers 


and attorneys concerned with these matters. 


He is competent, cooperative, conversant 
with your problems — and he’s backed by 
the broad facilities of Connecticut General 


and its Advisory Bureau. 


The ‘man from C-G” is a good man to know. 


CONNECTICUT @ 
GENERAL Me 


LIFE INSURANCE COMPANY 


LS 
HARTFORD, CONNECTICUT 1 | 
| | =| 
, 
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INSURANCE AND ANNUITIES. ALL FORMS OF 
GROUP INSURANCE AND GROUP ANNUITIES. PEN- 
SION TRUSTS. SALARY ALLOTMENT INSURANCE f 


BETTER SERVICE THROUGH BETTER MEN 


LIFE INSURANCE, ACCIDENT INSURANCE, HEALTH | 








